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INVESTIGATION OF THE AFFAIRS OF THE PANAMA RAILROAD. 



A resolution approved January 12, 1905, authonzed the Committee 
on Interstate ana Foreign Commerce, or any subcommittee thereof, to 
investigate the affairs of the Panama Railroad Companv. On January 
13, 1905, a subcommittee was appointed consisting or the following: 
Mr. Shackleford, Mr. Lovering, Mr. Esch, Mr. Townsend, and Mr. 
Adamson. 

Said committee herewith submits a report of the evidence taken 
by it: 

Owing to the shortnesi* of the session and the great press of business 
before tne Committee on Interstate and Foreign Commerce, the sub- 
committee has not been able to take all the testimony which it other- 
wise would have taken. It was especially desired to investi^te the 
relationship, if any, exigting between the Facific Mail Steaijiship Com- 
pany and the transcontinental railroads. 

The testimony shows that the management by the officers and 
directors of the Panama Railroad has been conspicuously able, pro- 
gressive, and businesslike. 

When the United States became the owner of a majority of the stock 
of the railroad company seven of the directors resigned and the seven 
Canal commissioners were elected in their places. This was done in 

f)ursuance of a letter from the President to Secretary Taft. Said 
etter among other things contained the following: 

No salary or per diem allowance of compensation, in addition to the stated salary 
and per diem allowance of the members of the Isthmian Canal Commission, will l>e 
allowed to any member of the Commission by reason of his services in connection 
with the civil government of the Canal Zone, or his membership of any board or 
commission concerned in or connected with the construction of the canal, or by reason 
of his services as an officer or director of the Panama Railroad. 

Notwithstanding this positive direction of the President several 
membc'?^^ of the Commission accepted and retained fees for attendance 
upon the meetings of the board of directors and the executive board 
as follows: 

Commissioner Walker, for attendance as a director 1260 

Commissioner Burr, for attendance as a director 250 

Commissioner Grunksky, for attendance as a director 250 

Commissioner Parsons, for attendance as a director 175 

Commissioner Parsons, for attendance as member of the executive board 220 

Commissioner Harrod, for attendance as a director 125 

The committee is of the opinion that under the direction of the Presi- 
dent, as contained in the language quoted above, the Commissioners 
exceeded their authority in accepting said sums. 

Ill 



IV INVESTIGATION OF PANAMA RAILWAY COMPANY. 

In the coui'se of the hearings it developed that during the first six 
months after the Government took charge of the canal property the 
Canal Commission directed the officers of the railroad company to pur- 
chase supplies for the Commission. Requisitions for such supplies 
were made by Chairman Walker and other members of the Commis- 
sion. No public advertisement for such supplies was made nor an3'^ 
competitive bidding sought. No general opportunity for bids was 
given. These purchases amounted to about lf238,(XX). These pur- 
chases were said to have been made on emergency orders, but the evi- 
dence discloses that a very large portion of such supplies were not 
actually needed at the time of the purchase and have not yet been 
used. In fact supplies were received in such quantities and so much 
more rapidly than needed that the terminal facilities of the railroad 
were inadequate to care for them, and some of them had to be rehan- 
dled and reshipped at extr?, expense to the Government. It is the 
opinion of the committee that the best interests of the Government 
would be subserved by advertis^inent for competitive bidding by 
responsible persons. 

An examination of the evidence will disclose that the Panama Rail- 
road, with its connecting line of ships, is a very valuable property. 
It has shown its capacity to earn substantial dividends for many years. 
Undoubtedly the traffic over the line could be greatly increased by im- 
proving the ship service connected with it. There ought to be prompt 
and direct connecting lines of steamers running on regular schedules 
between Colon and New York, between Colon and some Gulf port, and 
between Panama and San Francisco. By such arrangement the time 
between San Francisco and Gulf ports could be reduced to fifteen days 
and between San Francisco and New York to seventeen davs. It must 
be apparent to everybody that such a reduction in through time would 
greatly increase the amount of the traffic. 

The successful construction of the Panama Canal demands that the 
United States shall own and operate the Panama Railroad. In doing 
this, however, neither its earnmg capacity nor its efficiency as an artery 
of commerce should be impaired. 

Under careful management the railroad is worth many millions of 
dollars. To discontinue its use as a public highway would be the wanton 
destruction of this vast asset. 

For more than fifty years the Panama Railroad has been used as an 
international highwa3^ The nations have acquired an interest in its 
use, and it would be impolitic and unjust for the United States to now 
close it to the commerce of the world. 

It should also he kept in mind that the Panama Railroad and connected 
ship lines have had a marked eifect in reducing the rates of t^ie trans- 
continental railroads. Further .reductions could be secured })y reducing 
the charges by the Isthmian route which could be done materially and 
still keep within the limit of fair and remunerative rates. If the 
Panama Railroad were to be discontinued as a public highway it would 
undoubtedly result in the raising of the rates on the transcontinental 
lines. 

Then it must not be forgotten that the United States will have to 
transport great numbers of men and large quantities of material during 
the construction of the canal. If the snips belonging to the railroad 
are disposed of then the Government will be at the mercy of the ship 
trust. 
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The committee, therefore, is of the opinion that the Government 
should operate the Panama Railroad as a i)ublic highway and in con- 
nection tnerewith should operate lines of ships between Colon and New 
York, between Colon and some Gulf port, and between Panajna and 
San Francisco. A fair and remunerative rate should be charged. 
Such a plan would not only return to the Government a fair revenue, 
but in addition would regulate many rates of transportation in the 
interest of the people. 

In carrying out the policy herein outlined some of the (Government 
transports could be used to supplement the steamers now owned by 
the Iwiama Railroad Company. 

The Panama! Canal when completed is to be owned and operated by 
the Government. During its construction the Government may with 
equal propriety operate the railroad and connected ship lines. 

The committee oelieves that for the present it is best to continue the 
general offices of the railroad at New York, and that this can be done 
at a great reduction of the present expense. It is the point of origin 
of a large amount of the freight carried over the Isthmus. It is well 
connected by telegraph with every part of the countrj\ 

The committee is of the opinion that the United States should secure 
ownership of the entire stock of the Panama Railroad Company. 

All of which is respectfully submitted. 

DoRSEY W. Shacklkford. 
Wm. C. Lovering. 
John J. Esch. 
Chas. E. Townsend. 
W. C Adamson. 
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24 State Street, 
New York Gity^ February 13^ 1906. 

Present, Hon. D. W. Shackleford (chairman), Hon. Wm.C. Lov- 
ering, Hon. John Ji Esch, Hon. Charles E. Townsend, and Hon. Wil- 
liam C. Adamson, committee. 

Also, Mr. J. Edward Simmons, president; Edward A. Drake, vice 

g resident and secretary; William Kelson Cromwell, general counsel; 
ylvester Deming, treasurer ; and Vernon H. Brown, director ; of the 
Panama Railroad Company. 

Meeting called to order at 10.35 a. m. 

The Chairman (Mr. Shackleford). I will ask Mr. Sinmions, Mr. 
Cromwell, and Mr. Drake, who are present, to appear as witnesses, 
and they will be sworn. 

Mr. Jf. Edward Simmons, Mr. Edward A. Drake, and Mr. William 
Nelson Cromwell were then sworn by the chairman. 

Mr. EscH. I would suggest, Mr. Chairman, that the resolution of 
the House of Representatives providing for this hearing be intro- 
duced here. 

The Chairman. That may be done; the resolution may be inserted 
and marked Exhibit 1. 

Exhibit No. 1. 

[House of Representatives, Resolution No. 384, Fifty-eighth Congress, third Bession, 

Report No. 3474.] 

Mr. Shackleford submitted the following resolution : 

Whereas the United States Is now the owner of more than ninety-eight per 
centum of the shares of the capital stock of the Panama Railway Company and 
it Is for that reason expedient that Congress should have full knowledge of the 
affairs of said company : Therefore, be It 

Resolved, That the Committee on Interstate and Foreign Commerce be, and 
Is hereby, directed to investigate the operation, management, and condition of 
said railway company and all franchises and property belonging thereto, includ- 
ing steamships owned, operated, or controlled by It, or under any contract or 
agreement of any kind or character with It; that such committee make such 
Investigations and report the testimony with their conclusions thereon as soon 
as possible, and that said committee or any duly appointed subcommittee thereof 
shall have power to examine any or all records, b<K)ks, documents, accounts, and 
vouchers of said company, or of any officer or agent thereof or of any person, 
company, or corporation which may have had any agreements or relations with 
said railway company, and all records and minutes of the acts and proceedings 
of any meeting of the stockholders or directors of said railway company, and 
shall have power to administer oaths, to employ or have the services of a stenog- 
rapher, clerk, accountant, and messenger, and incur such other expenses as 
may be deemed necessary ; that the meetings of said committee or subcommittee 
be held in the Capitol building at the city of Washington and In such other 
places as said committee or subcommittee shall determine, and the necessary 
expenses shall be paid out of the contingent fund of the House on the usual 
vouchers. 
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The Chairman. Mr. Simmons, I believe you are tlie .president of 
the board of directors ? 

Mr. Simmons. Yes ; I am president of the company. 

The Chairman. Will you provide us with the annual report of the 
board of directors for 1902, and immediate preceding years? 

Mr. Simmons. Yes; I hand you copies or the annual report of the 
years 1893 to 1903, inclusive. 

The Chairman. Mr. Townsend, you may examine Mr. Simmons 
with reference to the reports first. 

Mr. Townsend. I wul ask you, Mr. Simmons, what is your full 
name and your connection witfi this company ? 

Mr. Simmons. My name is Joseph Edward Simmons, and I am 
president of the Panama Eailway Cfompany. 

Mr. Townsend. How long have you occupied that position ? 

Mr. Simmons. I was elected in 1895. 

Mr. Townsend. Had you been connected with the railroad as stock- 
holder or director prior to that time ? 

Mr*. Simmons. I had. 

Mr. Townsend. For how long ? 

Mr. Simmons. Several years. 

Mr. Townsend. Can you tell when yon first became associated with 
this railroad in an official capacity ? 

Mr. Simmons. I can not; the records will show. 

Mr. Drake. About 1889. 

Mr. Simmons. About 1889 ; yes. 

Mr. Townsend. You had been a stockholder i)rior to that ? 

Mr. Simmons. No; I had not been a stockholder prior to that. 

Mr. Townsend. But you became director at the time you became a 
stockholder? 

Mr. Simmons. Yes. 

Mr. TowNSKND. What was this corporation originally capitalized 
for? 

Mr. Simmons. I think the original incorporation was $7,000,000. 

Mr. Townsend. Your offices are in the citv of New York? 

Mr. Simmons. They are. 

Mr. Townsend. For how long have they been here ? 

Mr. Simmons. Ever since I have been connected with the company. 

Mr. Townsend. You keep all of your records in this office ? 

Mr. Simmons. About all the records, excepting such records as are 
necessarily kept at the Isthmus. 

Mr. Townsend. What records are those ? 

Mr. Simmons. Eelating to the office of the superintendent. 

Mr. Townsend. Does he make reports to the office here ? , 

Mr. Simmons. He does. 

Mr. Townsend. How often ? 

Mr. Simmons. Whenever we call for them. 

Mr. Townsend. There is no stated period for him ? 

Mr. Drake. The mail arrives every Tuesday, bringing the opera- 
tions up to date. 

Mr. Townsend. Filed and adopted. 

Mr. Simmons. Oh, yes; they are adopted. 

Mr. Drake. The reports of accounts are made up monthly, quar- 
terly, semiannually, and annually. The annual reports are compiled 
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from those. We are constantly in communication with the Isthmus 
by every Tuesday's arrival. 

Mr. TowNSBND. So that practically your complete record is here in 
the office, with the exception of the report of a lew weeks back? 

Mr. Drake. Yes, sir; for fifty years back they have been preserved 
and are in a fireproof apartment of this office. 

Mr. TowNSBND. Please say who constitute your present board of 
directors. 

Mr. Cromwell. I will read the names of the present board of 
directors: Edward A. Drake, J. Edward Simmons, Samuel M. Fel- 
ton, J. H. Parker, William Nelson Cromwell, Vernon* H. Brown, 
John D. Walker, William H. Burr, C. Ewald Gnmsky, William 
Barclay Parsons, G. W. Davis, B. M. Harrod. 

Mr. TowNSBND. When were those gentlemen elected directors? 

Mr. Simmons. The records will tell. 

Mr. TowNSEND. Were they elected at your regular annual meeting? 

Mr. Simmons. Yes; every year we elect our board of thirteen 
directors. 

Mr. TowNSEND. When? 

Mr. Cromwell. In April of each year. The following-named mem- 
bers were elected at the last annual meeting, April, 1904, to wit: 
Edward A. Drake, J. Edward Simmons. Samuel M, Felton, J. H. 
Parker, William Nelson Cromwell, and Vernon H. Brown. During 
the year, by resignations of those who formerly occupied the places, 
there have been elected Messrs. Walker, Burr, Grunsky, Parsons, 
Davis, Harrod, and Hecker. The latter has resigned. 

Mr. Simmons. We elect a board of directors every year, and when- 
ever a vacancy occurs we fill it. 

Mr. Cromwell. If you would like to know when the election of the 
new members occurred during the year, we show that. 

Mr. TowNSEND. Mr. Simmons, your board of directors elected you 
president immediately after the election of the directors ? 

Mr. Simmons. I think I was elected president, soon after the death 
of Gen. John Newton, by the board or directors. He died in office, 
and I was elected to succeed him. After the board of directors were 
elected they then elected me president in May, 1895. 

Mr. TowNSEND. Have you devoted your entire time to the business 
of the company since you were made president ? 

Mr. Simmons. I have exercised general supervision over the affairs 
of the company since I have been president. 

Mr. TowNSEND. Have you devoted your entire time? 

Mr. Simmons. Not the entire time, no. 

Mr. TowNSEND. What proportion of your time have you devoted to 
the affairs of the railroad company? 

Mr. Simmons. I have been in constant contact with the office, and 
when my judgment has been asked upon any question that has been 
submitted to me I have given it. I have always attended the meet- 
ings of the board of directors, which take place twice a month. I am 
chairman of the executive committee, which holds its meetings twice 
a week. 

Mr. TowNSEND. How much stock do you hold in the company? 

Mr. Simmons. One share. I had five sliares, but I have only' one. 

Mr. TowNSEND. How much are the shares? 

Mr. Simmons. One hundred dollars a share. 
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6 INVESTIGATION OF PANAMA RAILWAY COMPANY. 

Mr.. TowNSEND. Are five shares the most you have ever owned in 
the company ? 

Mr. SIMMONS. Yes. 

Mr. TowNSEND. How many did you have in 1889, when you became 
a member of the company ? 

Mr. Simmons. I don't remember how many shares I had in 1889. 
I never held over five shares. 

Mr. TowNSEND. What is your salary, Mr. Simmons? 

Mr. Simmons. Ten thousand dollars a year. 

Mr. TowNSEND. What other officers does this company have? 

Mr. Simmons. We will give you the list of officers. 

Mr. Drake. That is a list of the officers [handing statement to Mr. 
Townsend]. 

Mr. Cromwell. The general superintendent has resigned. 

Mr. Townsend. So that J. Edwards Simmons is president and 
George Whaley is vice-president 

Mr. Cromwell. Mr. Whaley has resigned. 

Mr. Townsend. This is the salary list also. 

Mr. Simmons. Yes. 

Mr. Drake. That is the salary list of the New York end of the 
railroad company. 

Mr. Townsend. I will ask you to look at that, Mr. President, and 
say if you can identify it as a correct statement of all the salaried 
officers and the salaries they individually receive, of the New York 
end of the Panama Railway Company [handing list to Mr. Sim- 
mons] . 

Mr. Simmons. It is correct, to the best of my knowledge and 
belief. 

Mr. Townsend. You may mark that, Mr. Reporter, as Exhibit 2. 

Exhibit No. 2. 

Panama Railroad Company salary list, January 23, 1905. 

Executive officers : Per annum. 

President $10,000.00 

Vice-president and secretary 8, 500. 00 

General manager 7, 000. 00 

Secretary's office : 

Assistant secretary 2, 400. 00 

Stenographer and typewriter 1,000.00 

Do 1, 000. 00 

Porter and messenger 600.00 

Office boy 312. 00 

Telephone boy 216. 00 

Accounting department : 

Treasurer 5, 200. 00 

Freight cashier 1, 200. 00 

Teller and bank messenger 900.00 

Auditor 3, 300. 00 

General clerk 1, 800. 00 

Bookkeeper 1,620.00 

General clerk and typewriter 1,000.00 

Clerk 1, 000. 00 

Manifest clerk 1, 020. 00 

Voucher record clerk 840. 00 

Manifest clerk 840. 00 

Do 540. 00 

Clerk and messenger 240.00 
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rraflSc department: Per annum. 

Traffic manager $6, 000. 00 

Chief clerk 1, 920. 00 

Freight solicitor 1, 800. 00 

Ticket agent 1, 600. 00 

ManifeBt clerk - 1, 600. 00 

Claim agent 1, 600. 00 

Way-bill clerk 1, 200. 00 

Assistant freight solicitor and clerk 1, 080. 00 

Clerk 900.00 

Stenographer and typewriter ^ 900. 00 

Assistant manifest clerk 840. 00 

Messenger 720. 00 

Manifest typewriter 720. 00 

Billing clerk 720. 00 

Clerk 720.00 

A9sistant manifest typewriter 540. 00 

Junior clerk — 312. 00 

iDBpectlng engineer — 2, 400. 00 

Clerk and typewriter 816. 00 

Porchasing agent 1, 600. 00 

Clerk 160.00 

New York, January 23, 1905. 

PIEB AND STEAMERS. 

Pier No. 67, North River, New York : 

Terminal superintendent 3, 300. 00 

Clerk 1, 060. 00 

Office boy 360. 00 

Receiving clerk 1, 200. 00 

Assistant receiving clerk 900. 00 

Delivery clerk 1, 200. 00 

Baggage master, etc 960.00 

Carpenter 1, 080. 00 

Cooper 1, 080. 00 

Head watchman ($3 per day) 1, 080. 00 

Tally clerk 780. 00 

Tallyman 720.00 

Gateman 720. 00 

I Per month 

Steamers : of 80 days. 

Captains $200.00 

Mates 75. 00 

Second mates 60.00 

Third mates 40. 00 

Chief engineers 160. 00 

First assistant engineers 90. 00 

Second assistant engineers 80. 00 

Third assistant engineers 70. 00 

Pursers 90.00 

and 76. 00 

Freight clerks 60.00 

Stewards 76. 00 

and 05. 00 

Surgeons 50.00 

Non.— Each of the above receive $1 per day board while in port. New York. 
^ YoBK, January 2S, 1905. 
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Exhibit No. 8. 
Panama Railroad Oompany^Balariea of general of/lceri on the Isthmus. 

EXECUTIVE 0FFI0EB8. 

Per annoitt. 

General superintendent |6, 000. 00 

Secretary to general gnperintendent and land agent 8, 800. 00 

Local auditor 2, 700.00 

Caahier 2, 700. 00 

TRANSPOBTATION DEPABTHEm!. 

Aasistant superintendent 8,000.00 

Train master , 2, 280. 00 

Acting freight agent and port captain, La Boca 2, 700.00 

Assistant freight agent and port captain, Colon 2, 700. 00 

MECHANICAL DEPARTMENT. 

Master mechanic 2, 700.00 

BOAD DEPABTMENT. 

Eoad master 2, 700. 00 

SUPPLY DEPABTMENT. 

Commissary 2,700.00 

LEGAL DEPABTMENT. 

Counsel, Panama 1, 728. 00 

Lawyer, Panama 1, 464. 00 

Real estate lawyer, Colon 1, 200. 00 

Febbuaby 6, 1905. 

Mi:. Drake. That list also includes the personnel of the steamers. 

Mr. TowNSEND. Has the amount of the salaries been changed any 
within the last year? 

Mr. Simmons. Not any material changes ; np, sir. 

Mr. TowNSEND. Has it within the last two years? 

Mr. Simmons. No, sir. 

Mr. TowNSEND. Are you prepared to tell what changes have been 
made in that list? 

Mr. Simmons. I can not tell. 

Mr. TowNSBND. Does Mr. Drake know ? 

Mr. Simmons. Mr. Drake is the operating officer of the road; he 
can give the minor changes. There have been no material changes. 

Mr. TowNSEND. Have you a list of the officers at the Panama end of 
the road ? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. You stated that the first vice-president, Mr. 
Whaley, had resigned. 

Mr. Simmons. Yes. 

Mr. TowNSEND. When did he resign ? 

Mr. Cromwell. We will give you the date. September 13, 1904. 

Mr. Simmons. It must have been five months ago. 

Mr. TowNSEND. What was the occasion for his resignation ? 

Mr. Simmons. Well, he desired to retire. 

Mr. TowNSEND. Was his resignation volimtary on his part ? 

Mr. Simmons. Entirely so. 

Mr. TowNSEND. The board did not request it? 

Mr. Simmons. No. 

Mr. TowNSEND. Who was elected in his place ? 
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Mr. Simmons. Mr. Drake. 

Mr. TowNSEND. So you have abolished the office of first vice- 
president? 

Mr. Simmons. Yes, sir. 

Mr. TowNSBND. Mr. Drake, who was second vice-president and sec- 
retary, is now first vice-president ? 

Mr. Simmons. He is now vice-president. We do not have any sec- 
ond vice-president and secretary. 

Mr. TowNSEND. Vice-president and secretary? 

Mr. Simmons. Yes, sir. 

Mr. TowNSBND. At what salary ? 

Mr. Simmons. I can not give the salary. 

Mr. Drake. A combined salary of $8,500 for both offices. 

Mr. TowNSEND. What was the second vice-president and secretary's 
salary prior to Mr. "JVhaley's resignation ? 

Mr. Drake. $8,500 — ^the same as it is now. 

Mr. TowNSEND. So that now Mr. Drake is acting as vice-president 
and secretary, whereas he was formerly second vice-president and 
secretary ; and receives $8,500. 

Mr. Cromwell. He performs the duties now formerly devolving 
upon the first vice-president. The first vice-president received how 
much? 

Mr. Drake. $5,500 per year. 

Mr. TowNSEND. Mr. Simmons, can vou tell me what duties the 
first vice-president performed orior to kr. Whaley's resignation? 

Mr. Simmons. Do you mean Mr. Whaley's duties when he was vice- 
president? 

Mr. TowNSEND. Yes. 

Mr. SiM3i0NS. He represented the owners of the property over in 
Paris. He represented matters connected with the property" here and 
the owners over there. He was our medium of communication. 

Mr. Drake. He was at the head of the European department? 

Mr. TowNSEND. What were the duties of the second vice-president 
prior to Mr. Whaley's resignation ? 

Mr. Simmons. Well, his duties were here operating the road. He 
was the operating officer, and attended to the detail management of 
the office. 

Mr. EscH. Your charter specifies the duties of these officers ? 

Mr. Cromwell. The by-laws do. 

Mr. EscH. Can we have a copy of the charter and the by-laws? 

Mr. Cromwell. Yes, sir. 

Mr. Escii. 1 would like to have those filed as exhibits. 

The by-laws and charter of the Panama Railroad Company follow, 
and are marked " Exhibit 4a and 4b.'' 

Exhibit 4b. 

CHARTER AND AMENDED BY-LAWS OF THE PANAMA RAILROAD 

COMPANY. 

AN ACT to Incorporate the Panama Railroad Company, passed April 7, 1849. 

The people of Ihe State of New York, represented in senate anil assembly, do 
enact as follows: 

Section 1. William H. Asplnwall, John L. Stephens, Henry Chauncey, James 
Brown, Cornelius W. Lawrence, Gouverneiir Kemble, Thomas W. Ludlow, David 
Thompson, Joseph B. Varnum, Samuel S. Howland, Prosper M. Wetmore, Edwin 
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Bartlett, Horatio Allen, and their associates, successors, and assigns, are hereby 
constituted a body corporate, by the name of the " Panama Railroad Company," 
for the purpose of constructing and maintaining a railroad, with one or more 
^tracks, and all convenient buildings, fixtures, machinery, and appurtenances, 
across the Isthmus of Panama, in the Republic of New Granada, under the 
grant made by the said Republic to the said William H. Aspinwall, John L. 
Stephens, and Henry Chauncey, and of purchasing and navigating such steam 
or sailing vessels as may be proper and convenient to be used in connection with 
the said road ; and for such purposes all the necessary and incidental power is 
hereby granted to the said corporation. 

Sec. 2. The capital stock of the said corporation shall be fixed by the directors 
at a sum not less than one million of dollars, with liberty to Increase the same 
at any time to a sum not exceeding five millions of dollars. Said stock shall be 
divided into shares of one hundred dollars each, and shall be deemed personal 
property, transferable in such manner as the by-laws of the said corporation 
shall direct. The said corporation may commence operations when five hundred 
thousand dollars shall have been subscribed, and twenty per cent on each share 
subscribed for, paid In. The said William H. Aspinwall, John L. Stephens, and 
Henry Chauncey shall be commissioners to receive subscriptions for the said 
capital stock, and if the whole capital stock shall not be subscribed at the time 
first appointed, other subscriptions may be at any time received, imtil the whole 
amount shall be subscribed, at such times and under such rules and regulations 
as they shall prescribe. 

Sec. 3. The concerns of the said corporation shall be managed by thirteen 
directors, who shall be stockholders, and who (except the first directors hereby 
appointed) shall hold t^eir ofllces for one year, and until others are chosen In 
their places. The persons named in the first section of this act shall be the first 
directors, and shall hold their oflSces until the first Monday of April, In the year 
one thousand eight hundred and fifty-one, and until others are chosen in their 
places. The directors, except for the first two years, shall be annually chosen at 
such time and place in the city of New York, and on such notice as shall be 
directed by the by-laws of the said corporation. In all meetings of the stock- 
holders each share shall entitle the holder to one vote, to be given in person 
or by proxy. In case it should at any time happen that an election of directors 
shall not be made on the day appointed by the by-laws of the said corporation, 
the said corporation shall not for that cause be deemed to be dissolved, but 
such election shall be held on any other day which shall be appointed by the 
directors of said association. 

Sec. 4. The directors (of whom five shall constitute a quorum for the transac- 
tion of business) shall appoint one of their number to be president, and may 
appoint such other officers and agents as they shall deem necessary, and they 
may make and establish such by-laws, rules, and regulations as they shall think 
proper and expedient, touching the disposition and management of the property, 
estate, and effects of the said corporation : the transfer of shares, the duties and 
conduct of their oflScers and servants, the election and meeting of the directors, 
and all matters whatsoever which maj' appertain to the concerns of said cor- 
poration. When any vacancy shall happen among the directors, it may be filled 
by the remaining directors ; and the directors may remove all officers appointed 
by them, and appoint others In their place, and fill all vacancies in the offices. 

Sec. 5. The directors may require payments of subscriptions to the stock at 
such times and in such proportions as they may deem proper, vmder the penalty 
of forfeiting all stock and previous payments made thereon, and may sue for 
and recover all such subscriptions. Notice of the time and place of such pay- 
ments shall be piiblisiied for four weeks previous to such time, at least once In 
each week, in two newspapers published in the city of New York. 

Sec. 6. The said corporation may have a common seal, and the same may alter 
or renew at pleasure ; and all contracts made may be either verbal or under the 
signature of tlie president, secretary, or other officer or agent of the said cor- 
poration, and with or without the corporate seal. 

Sec 7. It shall be lawful for the said corporation to contract with the said 
William H. Aspinwall, John L. Stephens, and Henry Chauncey for the purchase 
of all the rights, privileges, and immunities granted to them by the said Repub- 
lic of New Granada, and for the purchase of the lands granted to them by the 
said Republic, and to receive a conveyance of and hold the same in like manner 
as the said William H. Aspinwall, John L. Stephens, and Henry Chauncey now 
do or can do : and to lease, or sell and convey any of such lands which the said 
corporation shall not deem it necessary to retain, and to build and construct all 
QCh buildings, piers, docks, basins, and harbors on the said lands as the said 
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corporation may deem expedient, in like manner as the said William H. Aspln- 
wall, John L. Stephens, and Henry Cbauncey can do under the said grant 

Seo. 8. The said corporation may borrow from time to time such sum or sums 
of money as may be necessary to complete said road, and for the other purposes 
authorized by this act, in the whole not exceeding the amount of the capital 
stock actually paid In, and may issue and dispose of their bonds for any amount 
80 borrowed ; and are hereby authorized to mortgage any part of their corporate 
property and privileges to secure the payment of such bonds ; and the said direc- 
tors may confer on the holder ^f any bond they may issue, for any money so 
borrrowed, the right to convert the principal due thereon into stock of the said 
corporation at any time not exceeding five years from the date of said bond, 
under such regulations as the directors may see fit to adopt, and for such pur- 
pose the said corporation are authorized to Increase its capital stock to the 
amount so borrowed, whenever the persons, or any of them, to whom such 
money Is due shall elect to convert the same into stock : but nothing herein con- 
tained shall be construed to authorize an increase of the capital stock of said 
company beyond the sum of five millions of dollars. 

Sec. 9. Each and every stockholder shall be individually liable to the creditors 
of said corporation for all debts that may be due and owing by said corporation 
to their laborers and servants for services performed, and for all other debts 
and liabilities of the said corporation, to an amount equal to the amount of stock 
held by him, until he shall have paid in full the amount of such stock so held. 
But no stockholder shall be personally liable for the payment of any debt con- 
tracted by the said corporation which is not to be paid within one year from the 
time the debt is contracted, nor unless a suit for the collection of such debt shall 
be brought against said corporation within one year after the debt shall become 
due; and no suit shall be brought against any stockholder in said corporation 
for sjiy debt so contracted, unless the same shall be commenced within two 
years from the time he shall have censed to be a stockholder in said corporation, 
nor until an execution against the corporation shall have been returned unsatis- 
fied In whole or in part. No person holding sto<*k in said company as executor, 
administrator, guardian, or trustee, and no person holding! such stock as col- 
lateral secmrity, shall be personally subject to any liability as a stockholder of 
said company, but the person pledging such stock shall be considered as holding 
the same, and shall be liable as a stockholder accordingly, and the estate and 
funds in the hands of such executor, administrator, guardian, or trustee shall be 
liable In like manner and to the same extent as the testator, or intestate, or the 
ward, or person Interested in such fund, would have been if he had been living 
and competent to act, and held the stock in his own name. Every such executor, 
administrator, guardian, or trustee sh&ll represent the shares of stock owned 
by him as such administrator, guardian, or trustee at all meetings of the com- 
pany, and may vote as a stockholder, and every person pledging his stock as 
aforesaid may in like manner represent the same and vote accordingly. 
Sec. 10. This act shall take effect immediately. 



AN ACT to amend the act entitled "An act to incorporate the Panama Railroad Com- 
pany," passed April 7, 1849, passed April 12, 1855. 

The people of the State of Neiv York, represented in senate and assembly , do 
enact as follows: 

§ 1. It shall be lawful for the Panama Railroad Company to borrow, fronl 
time to time, in addition to the amount limited by the act to incorporate said 
company, passed April 7, 1849, such sum or sums of monej- as may be necessary 
to complete their road, and for the other purposes authorized by said act ; to issue 
and dispose of their bonds for the reimbursement of any amount to be borrowed, 
or whlSi may have been borrowed by them, and to mortgage any part of their 
corporate property and privileges, to secure the payment of said bonds ; and they 
may confer upon the holder of any bond which they may so issue the right to 
convert the principal represented thereby into the stock of said corporation, at 
any time not exceeding five years from the date of said bond, under such regula- 
tions as the directors may see fit to adopt, whenever any person or persons hold- 
ing any such bond shall elect to convert the same into stock ; and for such pur- 
pose the said Incorporation are hereby authorized to increase their capital stock 
from time to time; so, however, that the whole capital of said company shall 
not exceed the sum of seven millions of dollars, anything in said act to the 
contrary notwithstanding. 

{ 2. This act shall take eflTect Immediately. 
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EXHIBIT 4a. 

AMENDED BY-LAWS OF THE PANAMA RAIL ROAD COMPANY. 

Amended By-Laws. 
Abticle I. 

The election for directors of this company shall be held at the office of the 
company, In the city of New York, on the first Monday of April In each year. 

Three stockholders shall be chosen by the board, at a preceding meeting, to 
act as Inspectors. The polls shall be opened at noon, and continue open until 
two o'clock In the afternoon. 

The board of directors shall consist of thirteen stockholders, five of whom, If 
the president or vice-president be one, shall constitute a quorum for the transac- 
tion of business at the meetings of the board. 

Article II. 

The officers of this company shall consist of a president, a vice-president, a 
secretary, an assistant secretary, and a treasurer, the three latter to hold 
office at the ^)leasure of the board. The offices of vice-president and secretary 
may be filled by one person. 

The president and vice-president shall always be members of the board of 
directors, and the said officers shall be elected by the board annually, within 
eight days after the election of the directors. The vote shall be by ballot, and 
a majority of all the members of the board shall be necessary to a choice. 

In addition to the officers before named, the board may from time to time 
appoint a general manager and such additional officers, engineers, and agents 
as the business of the company may require. 

The salaries of the several officers, engineers, or agents shall be fixed by the 
board, and no extra allowance or compensation shall be made except with the 
approbation of the board. 

In case of any failure to hold any election for officers, those in office shall 
hold their places and be legally qualified to act until an election shall be held. 

Articxje III. 

The duties of the president shall be t8 preside at the meetings and to exer- 
cise a general supervision over the affairs of the company. He shall have power 
to call meetings of the directors at such time or times as he shall think proper, 
and it shall be his duty to call such meetings upon the written requisition of 
two or more of the directors stating the object for which they wish such meet- 
ings cqnvened. 

The vice-president shall, in the absence of the president, exercise all the pow- 
ers and functions which may in any way be delegated to the president. 

Article IV. 

It shall be the duty of the secretary to be present at, the meetings of the 
board, to keep a record of all its proceedings, and to enter the same in the 
minute book; to send notices to the directors of all meetings which are to be 
held, and attend to such other duties as may be directed by the president or the 
vice-president. 

The assistant secretary shall, In the absence of the secretary, exercise all the 
powers and functions which may In any way be delegated to the secretary. 

Article V. 

It shall be the duty of the treasurer to receive and disburse under the direction 
of the board, all moneys belonging to the company, and to keep regular and sys- 
tematic accounts of all such receipts and disbursements, and to make detailed 
reports of such receipts and disbursements to the directors at each stated meet- 
ing of the board. He shall cause to be deposited all moneys received by him for 
or on account of the company In such bank or banks as the board may select, 
or to make such disposition of the funds as the board of directors or the finance 
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/committee may direct; and all detwsits in banks shall be entered in a book in 
the usual way to the credit of the company. 

All checks and orders upon the funds of the company shall be drawn on the 
bank or institution in which the money of the company may be deposited, and 
such checks and orders shall be signed by the president, or vice-president, and 
the treasurer; or by the president, or vice-president, and a director to be 
appointed by the board; or, in the absence of the president and vice-president, 
by the treasurer and a director to be appointed by the board ; and be drawn to 
the order of the party to whom the payment is made. 

However, in cases of payment for wages due persons in the employ of the 
company, the checks drawn upon a special deposit in bank, called the Isth- 
mus Draft Account, shall be signed by either one of the following persons: 
The president, the vice-president, the treasurer, or a director designated by the 
board. 

The treasurer shall register all transfers of stocks, and for this purpose he 
shall keep the account of the stock registered and transferred in such form and 
manner and under such regulations as the board of directors may from time to 
time prescribe, and It shall be his duty to examine and audit accounts, and to 
attend to such other duties as may be designated by the president or vice-presi- 
dent. 

The treasurer shall also keep the dividend books and record of bonds, attend 
to the payment of dividends and interest money. 

Abticle VI. 

It shall be the duty of the general manager to have charge of and to manage, 
under the direction of the president or vice-president, the practical operations 
Of the rail road and steamship lines and transportation interests of the company. 

Article VII. 

All transfers of stock shall be made in the usual form, by the stockholders 
signing, in proper person or by attorney, in a book to be prepared and kept by 
the treasurer for that purpose a declaration of sale or transfer, setting forth 
the number of shares transferred, the person to whom, and the time when, the 
same are so transferred; and at the time of such transfer the old certificates 
of the shares so transferred shall In all cases be surrendered and canceled and a 
new certificate shall be issued in lieu thereof. 

All certificates issued shall be signed by the president, or the vice-president, 
and the secretary. 

Article VIII. 

There shall be a stated monthly meeting of the board of directors on the sec- 
ond and fourth Thursday of each mouth. 

A full and complete statement of the affairs of the company shall be sub- 
mitted to the board of directors at any regular or special meeting held in the 
month of March, showing the result of the operations of the company for the 
preceding fiscal year ending December 31st. 

Dividends may be declared at any meeting of the board of directors, stated 
or otherwise, payable at such times as the board may appoint. 

Abticij: IX. 

There shall be a standing connuittee, to be denominated the executive and 
finance committee, to be composed of the president, vice-president, and four 
members of the board, appointed quarterly by the president, whose duty it 
shall be to attend to the general management of the finances and the current 
business of the company during the Intervals between the stated meetings of 
the board. The said committee shall have all the powers and exercise all the 
functions of the board of directors, provided always that It does not transcend 
the specified regulations and instructions of the board previously adopted. And 
the said committee shall report at each stated meeting of the l>oard a full and 
explicit account of its proceedings and transactions during the month, a record 
of which shall be kept in proper books to be provided for that purpose. Meet- 
ings shall be held twice a week, and three members of said committee shall con- 
stitute a quorum for the transaction of business. 
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.Ibticij: X. 

All books and pniiers of the company shall be at all times open to the inspec- 
tion of the board, or any member thereof. 

Article XI. 

The order of proceedings at the meetings of the board shall be : 

1st. Reading of the minutes. 

2d. Reports of the standing committee. 

3d. Reports of select committees. 

4th. Miscellaneous business. 

Abticle XII. 

These by-laws may be amended at any meeting of the board, provided such 
amendment shall have been previously handed to the president in writing, and 
that a majority of all the members of the board consent thereto. 

Mr. TowNSEND. When Mr. Drake assumed the duties of first vice- 
president and secretary did he represent the Paris end of the matter, 
the same as Mr. Whalev had done before? 

Mr. Simmons. We had no Pans end of the matter then. Mr. 
Whaley resigned after the property had been conveyed to the United 
States. 

Mr. Cromwell. He had full charge of our steamship interests in 
Europe, as head of the European department, adjusting tariflfs with 
the foreign lines, collecting balances, settling controversies, advising 
upon practical questions of operation and policy, and giving the ben- 
efit of his great experience as a railroad manager. He is a distin- 
guished railroad engineer and manager, having been general manager 
of the Western Railroad of France and a consulting engineer on 
many great works. He more than earned his salary. 

Mr. TowNSEND. So Mr. Drake assumed the duties of first vice- 
president and those he had been performing before? 

Mr. Simmons. Yes, sir. 

Mr. TowNSEND. I show you this paper, Mr. President, and ask you 
if that is a correct statement of the officers connected with the Pan- 
ama Railroad at Panama [handing a paper to Mr. Simmons] ? 

Mr. Simmons. To the best of my Imowledge and belief, they are: 
yes. 

Mr. Dra.ke. Those are the officers? 

Mr. TowNSEND. Do you identify these [handing pamphlet to Mr.. 
Simmons] as the by-laws and the copy of the charter? 

Mr. Simmons, i es, sir. 

Mr. TowNSEND. Those may be marked " Exhibit 4a " and " Exhibit 
4b." 

Now you stated that Mr. Shaler had resigned as general superin- 
tendent of the road at the Isthmus. When did he resign? 

Mr. Drake. The first of February; with leave of absence to the 
end of the fiscal year, April 3. 

Mr. TowNSEND. Please give the cause of his resignation. 

Mr. Simmons. One cause was the illness of his wife. 

Mr. TowNSEND. Was his resignation also voluntary? 

Mr. Simmons. It was. 

Mr. TowNSEND. He had not been requested to resign by the com- 
pany ? 

Mr. Simmons. No, sir; on the contrary, for two years his resigna- 
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tion had been in the hands of the officers to be accepted at any time* 
He was anxious to get away. 

Mr. TowNSEND. Who succeeded him as general superintendent? 

Mr. Simmons. H. K. Prescott. 

Mr. Cromi^'ell. He was assistant general superintendent, and be- 
came acting general superintendent. 

Mr. Simmons. We have not filled that vacancy. He is performing 
the duties of general superintendent ; he has not been appointed gen- 
eral superintendent. 

Mr. TowNSEND. Now, are you prepared to testify in regard to the 
financial condition of the road, Mr. Simmons? 

Mr. Simmons. In a general way. I can not go into the details^ 
you know. 

Mr. TowNSEND. In your report of December 31, 1903^ you refer to 
"The sinking fund 6 per cent subsidv bond," original issue of 
$3,000,000? uTiat was the issue for; wnat were they issued for in 
the first place ? 

Mr. Simmons. That was long before T came into the company. 

Mr. TowNSEND. If jou are not familiar 

Mr. Cromwell. It is in the annual reports. 

Mr. TowNSEND. You can not tell when those bonds went out? 

Mr. Crom\\t:ll. In 1880. 

Mr. TowNSEND. Do you know what they were issued for ? 
• Mr. Simmons. No; I did know, but I do not recall just now. 

Mr. TowNSEND. How much of the stock of the Panama Kailroad 
Company is owned bjr parties outside of the United States ? 

Mr. Simmons. I think about a thousand shares; in that neighbor- 
hood. 

Mr. Town SEND. Have you a record of the owners of those shares? 

Mr. Simmons. We have a record of those who are stockholders, 
but it does not signify that because a man is reported here as a holder 
of stock that he is an owner. 

Mr. TowNSEND. And that record, to the best of your knowledge 
and belief, represents the holders of that stock, so far as you know ? 

Mr. Simmons. Oh, yes. Here is the list of the present stockholders 
f handing list to Mr. Townsend]. 

Mr. Townsend. That is a list of what date? 

Mr. Cromwell. That is the list of the stockholders of the company 
as they stand to-day. 

The Chairman. Have you another copy of that ? 

Mr. Cromwell. That copy is for you. 

Mr. Townsend. I would "ask you, Mr. President, to look that over 
and see if that is a correct list of the stockholders of the Panama Rail- 
road Company, as shown by your book>s on January 31, 1905. 

Mr. Simmons. To the best of my knowledge and belief that is a 
correct list. 
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The stock list is as follows : 

Exhibit 5. 
List of stockholders of the Panama Railroad Company. 



Names. 



Addreases. 



Brown, Vernon H 

Bnchanan, J. Q 

Bnrr, William H 

Cromwell, Wm. Nelaon 

Cahen, Rudolph T., Marqrtis de 

Torre Alflna. 

Cahen, Ugo 

Coudert, Chas (deceased) 

Ck>mstock, C. B 

Davis, Geo. W 

Drake, E. A 

de Lesser, A. L. P. B. C 

de Lesser, A. R. A. C 

d*Espe3rran, Felix Onillanme Saba- 

tier. 
d'Espeyran, Mme. L. C. C. le Barrois 

d^Orgeval Sabatier. 

Dinsmore, W. B 

d'Anvers, Lonlia Cahen 



, 29 Broadway, New York 

i £7 Pine street, New York 

Isthmian Canal Commission, Washington, D. C 

49 Wall street, New York. 



d'Anvers, Lortis Cahen 

Einsiedler, Chas 

Escott, Rev. Edward Sweet; Cox, 
Henry Fisher. 

Felton, Samuel M 

Oarr, George (deceased) 

Gallaway, Rooert M 

Gebhard, Wm. H 

Gordon, James R 



[Care of L. von Hoffman & Co., 66 Wall street, 
New York. 

71 Broadway, New York 

124 East 27th street, New York 

Washinffton, D. C 

24 State street, New York 

Care of Mallet Freres, 87 Rue d'Anjou, Pax^, 
France. 

7 Rond Point des Champs Elysees, Paris, France .. 

59 Broadway, New York 

Care of L. von Hoffman A Co., 66 Wall street. New 
York. 

.....do 

87 William street, New York 

The Red Cottage, Lyme Regis, England 



I 



Grunsky, Carl E wald 

Haines, Augustus Montague 



Harrod, Benj. M 

Hecker, Frank J 

Hopkins, A. Lawrence 

Hudson, Woodward 

Hurtado, Jose Marcelino ... 
James, Angelina Henrietta . 

Jennings, F. B 

Leverich, Fannie F. J 



Mackay, Mary C 

Manning, Mary 

Manning, John B 

Maddock, Henry 

Mill8,D.O 

Motley, J. M 

Montenore, Edouard Levi 
Murray, Williama 



McCuUough, John G 

Newton, Anna M 

Oppenheim, Ernest L . . . 
Oppenheim, E. L., & Co. 

Park, T. L 

Parker, J. H 

Parsons, Wm. Barclay.. 
Palmedo, U 



Peg^er, Stephen Franci8,and Francis 

Phipard, Harvey Fisk 

Phii)ard, Wm. George 

Phipard, Clarence Lester '. 

Raimael, Lewis 



Sa vile, John Henry, and John Man- 
der, executors estate Anne Raph- 
ael. 

Simmons, J.Edward 

Taf t^m. H. , Secretary of War 

Von Hoffman, L.,& Co 

Walker, J. G., cnairman Isthmian 
Canal Commission. 

Whaley, George 

J.G.Walker 



Total. 



Railway Exchange Building, Chicago, HI 

14 West 46th street. New York 

42 Wall street. New York 

Care of C. H. Bachem, 44 Broadway, New York ... 
Care of Czarnikow, MacDougall & Co., 112 Wall 

street. New York. 
Isthmian Canal Commission, Washington, D. C . . . 
Care of Kennedy, Tod & Co., 45 Wall street, New 

York. 

Washington, D. C 

do 

Williamstown, Mass 

Care of Boston and Albany R. R., Boston, Mass 

149 Via Torino, care of Hurtado & Co., Rome, Italy. 
99 Grove Lane, Denmark Hill, London, England .. 

15 Broad street. New York 

48 Wall street. New York, care of C. D. Leverich 

&Bro. 
Care A. K. Mackay &Co.j6 Wall street. New York. 
Care of J. B. Manning, 2 Wall street. New York... 

2 Wall street, New York 

158 South Oxford street, Brooklyn, N.Y 

15 Broad street. New York 

68 Broad street. New York 

36 Avenue Henri Martin, Paris, France 

Care of Czarnikow, MacDougall & Co., 112 Wall 

street. New York. 

21 Cortlandt street, New York 

Stonleigh Court, Washington, D. C 

Johnston Building, New York 

do 

345 Broadway, New York 

Cotton Exc^nge Building, New York 

Isthmian Cfanal Commission, Wai^ington, D. C 

Care of L. Von Hoffman & Co., 56 Wallstreet, New 

York. 
Amscott House, East Retford, England 

[Care of H. F. Phipard, Singer Manufacturing 
Company, 149 Broadway, New York. 

Care of Kennedy, Todd & Co., 46 Wall street. New 
York. 
...do 



f 



Num- 
ber of 
shares. 



{ 



14 Nassau street. New York 

Washington, D. C 

56 Wall street. New York 

Isthmian Canal Commission, Washington, D. C. 

7 Rue Louis le Grand, Paris, France 

Isthmian Canal Commission, Washington, D. C. 



1 

68,887 

10 



70,(K)0 



New York, N. Y., January Sly 1905, 



S. Deming, Treasurer. 
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Mr. Drake. By the terms of the by-laws the treasurer has charge 
of the stock list. 

Mr. Cromavell. It is a perfect list from the records. 

Mr. TowNSEND. Have you a stock ledger which shows the tranfers 
of your stock ? • 

Mr. Simmons. Yes. 

Mr. TowxsEND. I woidd like to look at that, if you please. 

Mr. Simmons. We have everything here you may want. 

Mr. Cro3ia\'^ll. We have the stock books for fifty years back ; every 
transfer is there. 

Mr. Simmons. Do you ask for the stock ledger ? 

Mr. TowNSEND. Yes. 

Mr. Simmons. I will give it to you. 

Mr. Drake. Mr. Deming, will you show the stock ledger? 

The Chairman. May I ask who is Mr. Deming? 

Mr. Prake. Mr. Deming is the treasurer of the company. I will 
mention to the committee that article 4 of the by-laws provides that 
the treasurer shall have charge of the stock ledger. 

Mr. TowNSEND. Then Mr. Deming mav be sworn. 

STATEMENT OF SYLVESTER DEMING, TREASURER OF THE 

PANAMA RAILROAD COMPANY. 

Sworn by the chairman. 

Mr. TowNSEND. What is your full name? 

Mr. Deming. Sylvester Deming. I have been treasurer of the 
Panama Railroad Company for eight years, and as such have charge 
of the stock and of the stock transfer books, which I now produce. 
The stock list dated January 31, 1905, is correct. 

.The Chairman. You mean the list heretofore presented? 

Mr. Deming. It is correct, and was prepared by me. 

Mr. TowNSEND. I will ask you, Mr. President, to turn to your stock 
ledger and tell me when Mr. Frank J. Hecker became a stockholder 
in uds company. 

Mr. Cromwell. Do vou not wish Mr. Deming to answer that? 

Mr. TowNSEND. If tlie president is not f amihar. 

Mr. Deming. Frank J. Hecker had one share of stock transferred to 
Ms name October 25, 1904. 

Mr. TowNSEND. From whom was it transferred ? 

Mr. Deming. I will have to go deeper into it for that, sir. 

Mr. Cromwell. Just refer to the record; I think I qualified him 
first out of my own shares. 

Mr. Deming. Mr. Hecker's stock was transferred to him by Mr. 
Cromwell on the 25th of October, 1904. 

Mr. TowNSEND. Does Mr. Hecker still own that share of stock? 

Mr. De3iing. It still stands in his name ; yes, sir. 

Jlr. TowNSEND. Do you know whether he purchased that share of 
stock himself or not? 

ilr. Deming. I have no means of knowing that. 

Mr. TowNSEND. Do vou know about that, Mr. President ? 

ilr. Simmons. No ; I do not. 

The Chairman. Mr. Cromwell knows, I think. 

Mr. Cro3iwell. I can tell you. 

PAX BY — 05 2 
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The Chairman. Can you answer, Mr. Cromwell, as to whether Mr. 
Hexjker purchased this stock and from whom ? 

Mr. Cromwell. He did not purchase it. As counsel of the com- 
pany I temporarily qualified him as a director with a share of my 
own. • 

The Chairman. Wliat do you mean by " temix)rarily ? " 
Mr. Cromwell. I transferred it into his name so that he became the 
owner in law. Afterwards it was returned to me by the chairman of 
the Commission out of the Government's shares. 
The Chairman. He is not the owner now? 

Mr. Cromwell. That one share of stock was transferred by me to 

Mr. Hecker, and he remained owner in law of that share. Admiral 

Walker later transferred one share of stock to me in reimbursement. 

The Chairman. You are, in fact, the owner of that share of stock? 

ilr. Cromwell. Not of that identical share, for that remained in 
his name. To qualify Mr. Hecker as director, and for the «onven- 
ienee of the United States Government an to facilitate the affair, I 
transferred to Mr. Hecker one share of my stock, as I had done on 
other occasions for other directors, and later the Isthmian Canal 
Commission replaced the share which I thus had transferred to Mr. 
Hecker by giving me one share of their own, which share replaced 
the one I had transferred to Mr. Hecker. 

Mr. Townsend. So there was no money paid for the transfer of the 
share of stock which was transferred originally to Mr. Hecker? 

Mr. Cro3iwell. No, sir. 

Mr. Townsend. The Isthmian Canal Commission had the stock, 
and transferred one share to. you in place of the one you transferred 
to him ? 

Mr. Cromwell. Yes, sir; purely a transaction of convenience. 

Mr. Townsend. Was every commissioner treated in the same way ? 

Mr. Cromwell. They were. I qualified each of the commissioners 
with my own shares. Ijater the Commission restored to me an equal 
number from the United States shares. 

Mr. Townsend. Did anv of the commissioners own more than one 
share ? 

Mr. Cromwell. No, sir. 

Mr. Deming. Our records show that each of the commissioners 
held one share; and in addition to that Admiral Walker holds, as 
chairman of the Commission, 94 shares of the stock. 

Mr. Townsend. Where did Admiral Walker get those shares? 

Mr. Deming. Purchased the stock here in New York. 

Mr. Townsend. Can you tell of whom? 

Mr. Deming. Of Mr. E. D. Murphy, a broker on Wall street. 

Mr. Drake. The transfer books so show and we know it of our own 
knowledge. 

Mr. Townsend. Can you tell when he purchased those shares? 

Mr. Simmons. We can tell when they were transferred on the books 

Mr. Deming. They were transferred on the 21st of October, 1904 
and the payment therefor was made at the same time. I know this 
because the check of the assistant treasurer of the Commission passec 
through my hands. 

Mr. Townsend. So you know that w^as the date? 

Mr. Deming. That was the date of the payment for the stock. 
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Mr. TowNSEND. The payment passed through your hands, you say? 
How much was it ? 

Mr. Deming. Ten thousand dollars, for 100 shares at par. 

Mr. TowNSEND. That is what he paid for them ? 

Mr. Deming. That was paid by the Commission. 

Mr. Cromwell. Purchased for the Commission ? 

Mr. Simmons. In the name of Admiral Walker as chairman. 

Mr. Deming. Paid by the treasurer of the Commission. 

Mr. TowNSEND. Did vou say that they were transferred to Admiral 
Walker as chairman of the Commission ? 

Mr. Deming. Yes, sir ; 100 shares were transferred to the chairman 
of the Isthmian Canal Commission. 

Mr. Cro3Iwell. And then six of these shares were transferred by 
him, one each to the other members of the Commission, and the 
remaining 94 shares continued in his name as chairman of the Com- 
mission. That is all there is of that. These are the 100 shares 
referred to in the report of Secretary Taft as having been purchased 
by the Government t 

Mr. Drake. I have here on that subject a telegram from Admiral 
Walker to me, saying : 

Will you pay $10,000 upon delivery to you of 100 shares of Panama Railroad 
stock purchased by the Commission, and place same in my namo. I will reim- 
burse you as soon as proper vouchers can be prepared. 

J. G. Walker, Chairman. 

And this is Admiral AValker's letter of October 19 : 

Referring to my tolej^ram of to-day the treasurer of the Conunission has not 
arrived at the office, and therefore I asked you if you will pay for the shares 
for the United States. Later the treasurer came in, and I arranged with him 
to make the payment. 

I inclose vouchers covering this purchase, made out in the name of E. D. 
Murphy, 51 Wall street, who agrees to sell the stock. The vouchers must be 
receipted by him. If the stock is not in his name it must be transferred to him, 
and by him transferred to me as chairman of the Canal Commission, as the 
money must be paid to the actual owner of the stock 

I also Inclose a check for $10,000 on the assistant treasurer of the United 
States in New York, payable to Mr. Murphy's order, which you are authorized 
to give him in payment of the stock, conditioned as above. 

I shall notify Mr. Murphy at once that you will make payment when the 
stock is transferred to me. 

Thanking you very much for your willingness to pay the money yourself, but 
as it now seems unnecessary, I am taking a different course. 
Very truly, yours, 

J. G. Walker, 
Chairman of the Committee. 

Mr. TowNSEND. Now, Mr. Deming, I will call your attention to 
page 169 of vour stock ledger, and ask you to read the items there in 
connection, nrst, with " J. G. Walker account, chairman of the Isth- 
mian Canal Commission/' so we may have that in the record. 

Mr. Deming. Shall I give the answer ? 

Mr. TowNSEND. Yes, sir. 

Mr. Deming. The following is the transcript of the stock ledger: 
J. 6. Walker had transferred to his name, individually, on the 18th 
of July, 1904, one share of stock by William Nelson Cromwell. That 
still stands in his name; there never has been any change in that item. 
J. G. Walker, as chairman of the Isthmian Canal Commission, had 
transferred to his name as chairman on the 20th of October, 1904, by 
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E. D. Murphy, 100 shares. From that stock on the 26th of October, 
1904, he transferred, as chairman, 93 shares to J. G. Walker as chair- 
man ; to William Nelson Cromwell 7 shares. On the 19th December, 
1904, there was transferred to J. (t. Walker, chairman of the Isthmian 
Canal Commission, by Robert Cheesebrough, 1 share, leaving 94 
shares standing in the name of Admiral Walker as chairman of the 
Isthmian Canal Commission. 

Mr. TowNSEND. Can voii tell whv he transferred seven shares to 
Mr. Cromwell? 

Mr. Deming. To return to him its seven shares that had been trans- 
ferred by Mr. Cromwell, at various times, to members of the Cora- 
mission, so that they might qualify as directors. This was the expla- 
nation given at the time, as I understand it. 

Mr. TowNSEND. Then there are 94 shares that stand at the present 
time in the name of Mr. Walker, chairman of the Isthmian Canal 
Commission ? 

Mr. Deming. Yes, sir. 

Mr. TowNSEND. And each of the other commissioners hold the 
original one share that w^as transferred to him? 

Mr. Deming. Yes, sir. 

Mr. Cromwell. Seven shares plus the 94 make up the 101 shares 
which the United States (Tovernment has bought since the purchase 
from the New Panama Canal Company. 

Mr. Tow^nsend. How many shares has the United States Govern- 
ment purchased of this railroad company's stock since the original 
purchase ? 

Mr. Deming. One hundred and one shares ; that is, they were pur- 
chased by the Isthmian Canal Commission. 

Mr. Tow^NSEND. And they stand in the name of the Isthmian Canal 
Commission ? 

Mr. Deming. The chairman of the Commission. 

Mr. Cromwell. Ninety-four in the name of the chairman of the 
Commission, and seven m the names of the several members of the 
Conunission ? 

Mr. Townsend. Are those all the shares purchased for the United 
States Government since the original purchase? 

Mr. Deming. All of the shares that have been transferred on the 
books. 

Mr. Townsend. Now, did this companv, Mr. President, declare a 
dividend in 1902 ? 

Mr. Simmons. The records will show you. 

Mr. Townsend. Can not you tell ? 

Mr. Simmons. Yes, we declared a dividend in 1902. 

Mr. Tow^NSEND. Of how much ? 

Mr. Simmons. Four per cent. 

Mr. ToAVNSEND. Did you declare a dividend in 1901 ? 

Mr. Simmons. Yes, a dividend of 2 per cent. 

Mr. Townsend. And in 1900 ? 

Mr. Simmons. No. 

Mr. Townsend. No dividend in 1900 ? 

Mr. Simmons. No. 

Mr. Townsend. Did you declare a dividend in 1899? 
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Simmons. I can not remember without referring to the books. 
x)ks will tell. 

Dbming. Can I answer that? 
TowNSEND. Yes. 

Deming. No dividends were declared between 1893 and 1901. 
EscH. Inclusive? 

Simmons. From 1893 to 1900, inclusive. There was a divi- 
nl901. 

TowNSEND. That was a dividend of 2 per cent in that year? 
Deming. Yes, sir. 

TowNSEND. Mr. Simmons, please answer the question. There 
) dividend declared from 1893 to 1900, both inclusive ? 
Simmons. No, sir. 

TowNSEND. But vour next dividend was in 1901, of 2 per cent. 
Simmons. Yes, sir. 

TowNSBND. In 1902 it was 4 per cent? 
Simmons. Yes, sir. 

TowNSBND. What did you declare as your dividend in 1903 ? 
Simmons. Eight per cent. 

EscH. 1904 is now complete. You may add that. 
Townsend. How many payments were made of that dividend 
3? 

Simmons. The books will show. 

Drake. The books will have to be obtained. Mr. Deming, 
)u get the books ? 

Dbming. May I correct my testimony to this extent : That we 
Fanuary 3, 1893, 2 per cent. I don't know whether that was 
ed in 1892 or not, but it was paid in 1893, January 3. 
Simmons. Probably declared in 1892. 

Drake. The minutes are exact. We have everything dated, 
, and certified. 

Townsend. I want to know the history of your dividend in 
is to how it was made. 
Simmons. Ei^ht per cent. 

Deming. April 3, 1903, 2 per cent; October 1, 1903, 2 per cent; 
ry 1, 1904, 4 per cent — that was declared in 1903, but the actual 
5nt, the actual sending out of the checks, was on the 3d of Jan- 
L904. 

Townsend. Will you begin with the minutes on that, as to 
^ou first declared the first dividend of 2 per cent in 1903 ? 
Simmons. We paid two each of 2 per cent, and then the one of 
3ent, making three dividends. 

Drake. The minute books of the meeting of March 26, 1903, 
a resolution adopted by the executive committee of the board 
actors as follows : 

Ived, That the' recommendation of the executive committee, adopted at 
eting of March 13, that a further dividend of 2 per cent be declared out 
net earnings of the company for the year 1902 is approved and adopted : 
rther, resolved that such dividend be made payable on April 3, 1903, for 
»Iders of record on April 1, the date of the closing of the books for the 
i of the annual election. 

Townsend. So that was a dividend out of the earnings of 1902 ? 
Deming. Yes ; so declared. 
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Mr. Drake. At a meeting of the board of directors on the 24th of 
September, 1903, the following action was had : 

Consideration was had of the action of the executive committee at its meeting 
of the 22d instant, recommending that a dividend of 2 per cent on the capital 
stock be declared, and the motion was duly seconded, and it was unanimously 
resolved, that a dividend of 2 per cent on the capital stock of this company be» 
and the same is hereby, declared payable on October 1, 1903, to the stockholders 
of record on September 28. For that purpose the books were closed on Septem- 
ber 28, and reopened on October 3. 

At a meeting of the board of directors held on September 10, 1903, 
reference was had to the recommendations of the executive committee 
adopted at its meeting of the 8th instant, viz : 

That a dividend of 4 per cent upon the capital stock of the company be de- 
clared, and upon motion duly seconded the following resolution was unanimously 
adopted : 

Resolved, That a dividend of 4 per cent on the capital stock of the company 
is hereby declared out of the net earnings of the company, payable January 1, 
1904, for stockholders of record on December 28, 1903, and that for that purpose 
the books of the company were closed on December 28, 1903, and reopened on 
January 2, 1904. 

Mr. TowNSEND. Those dividends were paid, were they, Mr. Presi- 
dent? 

Mr. SiMTvioNS. They were. 

Mr. TowxsEND. From what f imd were they paid ? 

Mr. SiM3ibNS. From the accumulated earnings of the company. 

Mr. TowNSEND. Did you have accumulated earnings sufficient foi 
the payment of dividends from 1894 to 1900, inchisive? 

Mr. Simmons. Oh, yes. 

Mr. TowNSEND. AVhat was the reason no dividends were paid dur 
ing tho^e years ? 

Mr. Simmons. Well, the principal stockholders of the company die 
not want any dividends, and all preferred that the net earnings 
should be accumulated by the companj''. 

Mr. TowNSEND. Then they changed that policy in 1901, and coa 
eluded to declare a dividend? 

Mr. Simmons. Yes; we thought we had accumulated enough tc 
declare it; more than enough to spare. 

Mr. TowNSEND. Were the dividends of 1003 paid principally froir 
the earnings between the dividend of 1902 and the time of the firsi 
dividend in 1903 ? ^ 

Mr. Simmons. No; I think our dividends were always declared 
from the accumulated earnings. We had a large accumulation of 
earnings. 

Mr. TowNSEND. What effect did that last dividend of 4 per cent, in 
1903, have uj)on your accumulated earnings? 

Mr. Simmons. It decreased the accumulated earnings just so much. 

Mr. TowNSENi). Did vou have anv accnnuilated earnings left after 
that? 

Mr. SiM:M()Nfe. A large amount. 

Mr. TowNSEND. After the last payment ? 

Mr. Simmons. Yes. 

Mr. Townsend. Can you tell how much ? 

Mr. SniMONS. When do you want to know^? What dividend do 
you refer to ? 

Mr. Townsend. I am referring to the dividends of 1903. There 
were practically but two dividends paid in 1903. 
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ilr. Simmons. In 1903 we had an accumulation of earnings of 
between four and five millions of dollars, out of which we paid the 
dividends. 

The Chairman'. Let me ask a question right there on that point. 
You talk about accumulated earnings. You had some bonds issued 
by the company a lone time ago to make a lump payment in lieu of 
the annual payments that were going to the Government of Colombia, 
did you not ? 

it. Simmons. Yes, sir. 

The Chairman. Was it not a part of the provision of the issuance 
of those bonds to set apart a sinking fund ? When you speak of 
accumulated earnings do you speak of that? 

Mr. Simmons. No. 

Mr. Drake. Those bonds represent a rental charge under the con- 
cession. 

Mr. ToTv^xsEND. How much was that surphis? 

Mr. Simmons. Over four million dollars. 

Mr. ToAVNSEND. After the last dividend of 1008 was paid? 

Mr. Simmons. Yes. 

Mr. TowNSEXD. Have you declared dividends since that time? 

Mr. Simmons. Yes. 

Mr. TowNSExn. AMien? 

Mr. Sim:mons. The records will show. 

Mr. Deming. I can tell when it was paid, but T don't know when it 
was declared. May 3, 1904, we paid a dividend of 2^ per cent. 

Mr. (!!romwell. The very last one was when ? 

Mr. Deming. February 1, ll)05. 5 per cent. 

Mr. EscH. In that connection what was the' Government's share of 
the dividend ? 

Mr. SiMMOXs. State the check that we gave. 

Mr. Demtng. The (^heck which I remitted to Mr. Taft, the Secre- 
tfiry of War, for dividend on 68,887 shares, was $344,435; to J. G. 
Walker, as chairman of the Isthmian Canal Commission, for 94 shares, 
$470, and to each member of the seven Commissioners $5 ($35), mak- 
ing $344,940. 

Mr. Townseni). Do your books show^ the total expense for operating 
the New York City office for the year 1903 ? 

Mr. SiM.AioNS. The books will show just what the exj)ense was. 

Mr. Drake. The expenses of the New York office for 1903 were 

'■ $83,607. 

Mr. TowNSENi). What items wore incliuled in that expense? 

Mr. Simmons. Read the items. 

Mr. Drake. All items of general expense, such as covered by book 
accounts, numbered from 80 to 90, inclusive. I will call them off: 
Account 80, advertising folders and posters; 81, greneral advertising; 
82, salaries of clerks ; 83, directors and committee's fees ; 84, repairs and 
rent of general offices ; 85. other general office expenses ; 8(), exchange ; 
W. legal ser^^ces and expenses; 88, salaries of officers; 89, stationery 
and printing; 90, telegrams and cables. 

Mr. TowNSEND. Item No. 84, for repairs and rent of the general 
offices, how much was that item in the year 1903 ? 

Mr. Drake. $3,600. . 

Mr. TowNSEND. You don't know about that, Mr. President? 

Mr. Simmons. No, I do not. 
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Mr. TowNSEND. Now, Mr. Drake, Avhat Wiis tho amoiiiii «t it ^ 
" Ko, 85, other general office expenses ? " 

Mr. Drake. $2,415. 

Mr. TowNSEND. What did that include? 

The Chairman. Before you go into the books, I would like to ss 
two or three questions. You say in your report of 1903 by the boar 
of directors to the stockholders, on page 17, " balance to the credit r 
profit-and-loss account, $4,991,929.91." What is that item? 

Mr. Simmons. That is accumulated earnings, profits that we ha 
made. 

The Chairman. Over and above 

Mr. Simmons. Over and above dividends; it is the surplus profit 

The Chairman. Over and above what you are required to ^et asic 
for a sinking fund and payment of interest ? 

Mr. Simmons, Profits above everything, subject fo divisi(jn amor 
the stockholders in the shape of dividends. 

Mr. Cromwell. Acciunulated mostly during the period from 18! 
to 1901, when no dividends were declared ? 

The Chairman. There was. then, during all those years, a fui 
available for distribution as dividends? That is what I wanted 
get at. 

Mr. Cromwell. Here is a statement prepared by the treasuTc-e 
showing the gross earnings, the expenses, and the net profits for the 
years 1896-1904 j also a statement showing balances to credit of 
profit-and-loss account for same period. 

The Chairman. Can you give them to me ? 

Mr. Cromwell. Yes, sir. ' 

The Chairman. We will put them in as Exhibits Xo. fi sind fid. 
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]Mr. Cromwell. It shows that although in some of those years the 
company did not pay dividends there were large earnings accumu- 
lated. 

The Chairman. TVTien was the last time this company has issued 
any bonds? 

Mr. Cromwell. The companv issued its 4i per cent mortgage bonds 
on August 16, 1897. 

The Chairman. How many ? 

Mr. Cromwell. The authorized issue was ^,000,000. 

The Chairman. How many of those in fact issued and placed? 
Has the company issued any bonds since that time? 

Mr. Cromwell. They were all issued under the mortgage, but the 
company has redeemed $981,000 and also owns in the treasury of the 
company to-dav $647,000 — leaving in the hands of the public only 
$2.372,()b0. 

The Chairman. How much of the proceeds arising from the sale of 
those bonds is involved in this balance credited to profit and loss? 

Mr. Cromwell. None whatever. 

The Chairman. Can vou tell at this time whv it was that bonds 
were issued when you had an available fund like this to your credit? 

Mr. Cromwell. For this reason: There was, in 1897, an issue of 
bonds called the " 7 per cent sterling mortgage issue," which wore 
maturing in that year. The balance upon this issue was $2,612,338. 
The new 4^ per cent first mortgage of 1897 was issued for the pur- 
pose of retiring this balance of these sterling mortgage bonds and of 
providing the company with sufficient moneys to complete the La 
Boca pier and basins, construction and reconstruction or steamships, 
then under way, and divers other permanent improvements. The 
proceeds of the new 4^ per cent first-mortgage bonds were applied 
toward the redemption of the sterling mortgage bonds, and the com- 
pany applied out of its accumulated earnings $705,000 cash. Thus 
the sterling mortgage issue was paid off. 

The remainder ($2,000,000) of these 44 per cent first-mortgage 
bonds were issued under the mortgage to pay balance due for con- 
struction of the La Boca .pier and basin (over $1,000,000) and for 
other improvements of the companv. As I have said, the company 
has redeemed $981,000, and has now in its hands $647,000, leaving in 
the hands of the public $2,872,000. 

The Chairman. Have there been ajiv bonds issued since that time? 

tt, 

Mr. Cromavell. There were sold out of the treasury bonds $265,000 
in October, 1904, at a premium, viz, at 104^ per cent and interest. 

The Chair3ian. In 1904 you had some repairs made to the ships 
that belong to the company ? 

Mr. Cromtvt:ll. The statement I have just made respecting the out- 
standing issue of first-mortgage bonds is of this date. We then 
owned 1913,000 of these bonds in the treasury of this company. 
These bonds were issued under the mortgage dated August 16. 1897, 
which provided that they should be issued for the purpose of com- 
pleting terminals, buildings, buying and reconstructing ships, and 
all other necessarj^ improvements. Of course none of the bonds of 
the company have been issued for any current operating expenses. 
The bonds have only been issued to retire the sterling mortgage bonds 
and for the construction of the La Boca pier and port, and for 
reconstruction of ships and other like improvements, increasing the 



26 INVESTIGATION OF PANAMA RAILWAY COMPANY. 

capital account of the company. In accordance with the purposes 
of the mortgage of 1897 the company imdertook the reconstruction 
of two of its vessels. That improvement was of a permanent char- 
acter, the practical reconstruction of the vessels, and amounted to 
about $375,000. The improvement has been accomplished, the vessels 
have been reconstructed and are now in active operation, and the 
$375,000 has been paid by the company. 

The Chairman. Paid dv the company out of what fund? 

Mr. Cro3iwell. From the proceeds of the $265,000 bonds of this 
issue and about $100,000 cash out of the treasury. The bonds were 
held in the treasury since 1897 for that very purpose. 

The Chairman. In that connection, Mr. Cromwell, why was that 
item paid out by the sale of these bonds when there was available 
cash in your accumulated earning to have done that ? 

Mr. Cromwell. Because the improvement referred to was of a 
permanent character and related to capital account. These bonds 
were created for that purpose. Corporations generally have long- 
time bond issues to represent the permanent improvements of their 
property. 

Mr. TowNSEND. How do you redeem the 4J per cent first-mortgage 
bonds ? 

Mr. Cromwell. From our cash resources. 

The Chairman. At that time there were sufficient accumulated 
earnings to have paid that item and left something over? 

Mr. Cromwell. Yes, sir: but the accumulated earnings of the com- 
pany were represented in part by various premanent improvements, 
and were not all in the form of cash assets in the treasury. 

The Chairman. You had accumulated earnings? 

Mr. Cromwell. Partly represented bj^ cash in the treasury, but not 
entii-ely by cash. That, however, did not affect the status of the 
account itself. 

The Chairman. There are $4,101,929.91 of accumulated earnings. 
Was not there a sufficient amount of that available to pay for the 
repairs to the ships? 

Mr. Cromwell. Oh, ves; certainly. 

The Chairman. That is the point. 

Mr Cro:v(wkll. Sufficient of that amount was in point of fact phys- 
ically available in cash, but not necessarily applicable to that purpose. 
The proper thing was to dispose of the bonds created for that purpose. 

The C'liAiRMAN. To go further in debt rather than use the money 
you had ? 

Mr. Cromwell. Because the moneys in hand should first be used for 
the current operations of the company. 

The Chairman. W(?re they required for that purpose? 

Mr. Cromwell. Not in the sense of being absolutely necessary to 
conduct the business, but were properly so applicable. If corpora- 
tions took all of their net earnings to pay for reconstruction and per- 
manent improvement of their property there never would be any 
distribution to stockholders. 

The Chairman. You say that this item of $4,191,929.91 of accumu- 
lated earnings was not all in cash? 

Mr. Cromwell. It was not. 

The Chairman. Of what did that consist other than cash? 
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Mr. Cbomwell. The treasurer has made a statement whicli maj be 
of use to you in exnlanation both of the dividends and the disposition 
of the surplus fund, that is, the profit and loss account. 

The Chairman. Let nie ask vou this specific question : At the time 
of this last 4 per cent dividencl. or at the December, 1903, directors' 
meeting, when they detennincd to pay that dividend, how much 
actual cash was then in this item of acciunulated earnings? I want 
to know how much actual (;ash was involved in that item of accumu- 
lated earnings; in other words, 1 i;\ant to analyze that itc»m. 

Mr. DE3aNG. On December 31, 1903, the treasurer's balance sheet 
shows money, current assets, cash in bank, and with agents $469,994.66. 

Mr. Cromwell. How many bonds in the treasury f 

Mr. Deming. In the treasury 6 per cent Panama Railroad Com- 
pany sinking fund subsidy bonds $153,000. 

Tiie Chairman. From what do you read? 

Mr. Deming. From the annual report, page 10; and 4i per cent, 
twenty-year, gold sinking-fund bonds, $935,000. 

Mr. Cromwell. Then vou had in hand $1,557,994 cash assets — 
$469,994.66 in cash and $1 ,088,000 in treasury bonds ? 

The Chairman. Included in these cash assets were these bonds ? 

Mr. Cromwell. Yes, sir. 

The Chairman. AVhich were really an indebtedness of the 
company ? 

Mr. Cromwell. Not until they were sold. They would have 
. been if sold; but in that case we would have had $1,088,000 in cash as 
the proceeds thereof and with which to meet the same when they 
matured. 

The Chairman. Thev never (!ould bo avaihible for anv use until 
they were issued, and the moment they should be issued they would 
become an indebtedne><s against the company. Therefore, to make up 
the account of accumulated earnings they would have to include this. 

Mr. Cromwell. No, sir; they are not a part of the accumulated 
earnings. The proceeds of the bonds, if sold, would have replaced 
the bonds sold. 

The Chair3iax. I want to get at the items that constitute that 

,000,000 of accunuilated earnings. 

Mr. Deming. I have nuide a statement going back to 1S96 showing 
the disposition of the accumulated earnings. 

The Chairman. What I want to get at is to have you state what, at 
the time this statement was issued, w(»re the items that went to make 
up this $4,191,029.91, called the balance of '- profit and loss aca>unt? " 

Mr. Deming. I present a statement showing approximately the dis- 
position of surplus earnings over and above payment of dividends of 
the Panama Railroad Company included in balance to credit of profit 
and loss account, November 80, 1904. 

The Chairman. 1904; I want the item of 1903. 

Mr. CR03rwELL. AVe will have to go back and make up one for that. 

The Chairman. Well let us have this one, then. 
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• Exhibit 6a. 

Statement showing, approximately, the disposition of surplus earnings, over and 
above payment of dividends, of the Panama Railroad Company, included in 
balance to credit of profit and loss account, November 30, 190 ft. 

Amount from voluntary sinking fund applied to redemption of 7 
per cent general mortgage bonds held by public $705,088.34 

693 7 per cent general mortgage bonds in voluntary sinking fund, 

canceled 693^000.00 

Panama Railroad Company 6 per cent sinking-fund 
subsidy bonds in voluntary sinking fund turned 
into treasury $312,000.00 

Less drawn for redemption 186,000.00 

126, 000. 00 

Additions to property or capital expenditures since January 1, 1897, 
paid for out of earnings (see 6b) 1,278,216.84 

Redemption of Panama Railroad CJompany 4i per cent first mort- 
gage bonds 981,000.00 

Panama Railroad Company's first mortgage 4^ per cent bonds in 

treasury paid for out of earnings 21,987.50 

Cash on hand November 30, 1904 722,304.98 

4, 527, 597. 66 
Less amounts written off for worn-out equipment and adjustment 
of sundiy accounts 341,283.59 

Approximate increase in profit and loss balance 4, 186, 314. 07 

November* 30, 1904. Balance to credit of profit and loss as per 

statement No. 1 4,578,245.86 

Less balance December 31, 1896 587,465.79 

3, 990, 780. 07 



Exhibit 6b. 

Statement showing additions to property or capital expenditures paid for out of 

net earnings. 

1897. Installation of electric plants, providing new staterooms and 

other additions on steamers Allianca, Finance, and Ad- 
vance $33, 513. 77 

1898. New floating pile driver 7,428.03 

1901. Electric-light plant, Colon 10,055.19 

1901. Ice-making plant. Colon 6,792.70 

1901. Dredging attachment for floating pile driver 1, 083. 34 

1901-2. New tracks. Colon yard 12,462.48 

1901-2. Improvements to pier No. 2, Colon 32,313.53 

1901-2. 3 new coal lighters 36, 342. 40 

1897-1902. New terminal at La Boca $2, 220, 357. 13 

Less provided by disposal of. bonds 1,087,000.00 

1, 133, 357. 13 

1902. Filling lagoon north of pier 1, Colon 4, 100. 73 

1902. Tank at Pedro Miguel 3,141.48 

3904. 2 new lighters, to November 30 9,901.76 

1904. Duplicate ice plant to November 30 3,452.12 

1904. New " Y " at La Boca Junction to November 30 2, 524. 27 

1904. Installation of electric motor on steam cranes to November 

30 - 1, 747. 91 

Total 1,278,216.84 
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Mr. Deming. Amount of voluntary sinking fund applied to re- 
demption of 7 per cent mortgage bonds held by public, $705,088.34. 
In other words, we reduced our mortgage indebtiecuiess to that extent. 

The Chairman. You reduced your bonded indebtedness by what 
method ? 

Mr. Deming. By the retirement of 7 per cent sterling mortgage 
bonds. 

The Chairman. You mean you liquidated that many bonds that 
were outstanding? 

Mr. Cromwell. Out of cash. 

The Chairman. Then you credit that 

Mr. Deming. T took that up as one of the amounts because we had 
a voluntary sinking fund derived from accumulated earnings and 
represented by bonds purchased tlierewith as investments, and that 
entire amount was closed into the profit and loss account in 1897, 
and this shows what was done with that amount. 

The Chairman. Let us have your next item. 

Mr. Deming. $693,000 7 per cent sterling mortgage bonds, which 
were held in the same voluntary sinking fund, and which had been 
purchased with earnings. These were canceled out of earnings. 
That is, in addition to the $705,000. Then Panama Kailroad 6 per 
cent sinking fund subsidy bonds held in the same voluntary sinking 
fund were turned into the treasurj% $312,000 — ^being bonds purchased 
with earnings. 

The Chairman. Thev were not canceled ? 

Mr. Deming. No, sir ; they were not canceled because they had not 
matured as had the sterling bonds, and therefore were turned into the 
treasury of the company as treasury assets. 

The Chairman. Now, Mr. Cromwell, that item is included in the 
accumulated earnings fund. Was it the notion of the directors that 
that would be available to be distributed as dividends? 

Mr. Cromweix. Those bonds had been acquired with previous 
earnhigs, and in equity, as between the stockholder and the corpora- 
tion, constituted a dividend fund and could have been sold, if desired, 
to replace the cash used for their purchase. 

The Chairman. You took up previous earnings of the company 
and bought bonds ? 

Mr. Cromwell. Yes, sir. 

The Chairman, Is it then indebtedness? 

Mr. Deming. It is not indebtedness any more than the ownership 
of Government bonds would be an indebtedness, for these bonds were 
purchased with cash earnings as an investment. There was no obli- 
gation to purchase them. 

The Chairman. It is a debt that the company owed. 

Mr. Drake. These subsidy bonds so purchased were capitalization 
or indemnity of the subsidy under the concession from the Republic 
of Colombia. 

The Chairman. Those bonds were bonds of the company. 

Mr. Cromwell. Yes ; bonds of the company, but only payable in a 
specified manner and amount. They were not for money received or 
borrowed, and were only issued to represent the annual payment of 
$225,000 payable to Colombia, as it matured each year successively. 

Mr. TowNSEND. They became an obligation of your company which 
eventually you have to take care of. 
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Mr. Demino. Conceniing the $812,000 bonds which were turned 
into the treasury, there have Hince been $186,000 drawn for redemp- 
tion, leaving $120,000 fttill in the treasury. That amount only do I 
now carry in as part of the accumulated earnings fund. 

The Chairman. That is in the item of accumulated earnings? 

Mr. Chomwell. Not the original $812,000, only $126,000. 

The CiiAiitMAN. Now let us nave the next item. 

Mr. DjfiMiMi. Additions to proj)erty or capital expenditures since 
January 1, 1897, paid for out of earnings, $1,278,216.84. 

The (Chairman. It is not ne<5essar^ to ^o into the subschedule, 
Exhibit 6b. It is the jgeneral item of physical properties that have 
be(!n added to the original property by the earnmjfs of the company 
that goes into this item of accunuilated earnings available for the pay- 
ment of dividends. 

Mr. CitOMWKLL. It is a subdivision of the Exhibit 6a statement. 

The (yiiAJKMAN. I wantcid to get at how these dividends were 
declared. 

Mr. Dkmino. The next item is redemption of Panama Railroad 
(jompany 4 J per cent first mort^ajE^e bonds, $981,000. 

The Chairman. Were they lujuidated or purchased? 

Mr. Dkmino. They were pun^nased by the trustees of the mortgage 
and caru'iiled at the rate of $140,(X)0 a year, or about that sum. The 
mortgage calls for the payment by the railroad company of $150,000 
cash on the 1st of August of ea(jh year to the trusUuts of the mortgage 
for this purpose. 

The (/iiAiuMAN. You mean that t)ecame a portion of the accumu- 
lated earnings in th(j treasury ? • 

Mr. Cromwkll. Because they took cash out of the earnings and 
paid for and canceled $981,000 of these bonds. 

The Chaikman. In that connection, what has become of that cash? 

Mr. CiujMW ELL. It was paid to thosi5 who sold us the bonds. 

The CifAiKMAN. That is not in the treasury? 

Mr. Cromwkll. No, sir; the bonds themselves have been canceled, 
reducing the mortgage iiidebtedness of the company to that extent 
and increasing the exjuity in the property to that extent. 

Mr. TowNfeKNi). llow could you um that $981,000 in the payment of 
a dividend ? 

Mr. Cromwkll. IIow could we? 

Mr. TowNSKNu. Yes. 

The (/iiAiRMAN. Which consists of mere book charges. 

Mr. TowNSKNH. How (jould that be made payable for dividend? 
You do nr)t claim that you could draw on that to pay a dividend ? 

Mr. C*ROMWKLL. No, sir. In fact we did not, and could not use as 
divid(»4ids moneys which we had already expended for redemption of 
these $981,000 of bonds. T\ui distributicm of any dividend as between 
the st^>ckhold(^rs and (h(» corporation was confined to the $4,000,000 
fund. It would all have actually n^mained in the treasury were it 
not for the investments which Mr. Deming is stating. Of this, part 
was for nid(Mnption of the Stirling mortgage bonds ; part for La Boca 
terminals; part for reconstruction of ships; part for other improve- 
m(»nts set forth in the statement. 

Mr. TowNSKNO. Then the answer that $4,191,929.91 could be used 
for purposes of paying dividends is not (exactly correct so far as that 
item of $981,000 is c^na^rned ? 
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ilr. Cromwell. I think it is absolutely correct. In a legal sense 
the fimd itself exists without regard to the presence or nonpres- 
ence of the cash, and the corporation remains accountable to the stock- 
holders for the fund. 

ilr. TowNSEND. Would you have attempted to pay dividends out 
of anything excepting a surplus? 

ilr. Cromwell. This is in the surplus, although in the form of 
property acquired or equity increased by reduction of mortgage 
ilebt. Any bookkeepr will tell us that the surplus is the net accumu- 
lated earnings of the company — no matter how it may happen to be 
invested or held — ^whether in cash, in securities, in improvements, or 
enhanced equity. 

ilr. TowNSEND. Over and above liabilities? 

ilr. Cromavell. Yes, sir. The fund as such exists. It may not at 
the moment be convenient to distribute it in cash. You might, for 
instance, make a stock dividend instead. You might also, instead, 
make a debenture dividend as is sometimes done: but the legal rela- 
tions of the parties to the accumulated earnings remain unchanged 
by the manner of its investment. It may not be liquid, but that is of 
no legal consequence. 

ilr. Deming. The next items are: The Panama Railroad Com- 
pany's first mortgage 4^ per cent bonds in treasury paid for out of 
earning, $21,987.50; cash on hand November 30, 1904, $722,304.98. 
These items together make a total of $4,527,597.66. I^ess amount 
written off for worn-out equipment and adjustment of sundry ac- 
counts, $341,283.59, leaving profit and loss balance since January 1, 
1897, of $4,186,314.07, which, without enumeration of trifling items, 
makes the equivalent of the $4,191,929.91. 

The Chairman. AVhat I wanted to do was to analyze the item of 
the profit and loss account that you have — that four million and odd 
thousands of dollars. 

ilr. Cromwell. Mr. Deming has done so. Those things can only 
te done by close approximation on such short notice. 

The Chairman. There is no means to find exactly and accurately 
what they are. 

ilr. Drake. Not until the vear closes. 

The Chairman. At the close of the last year. Who is com- 
petent here to make up for us an analysis of that item of profits 
and loss for the year 1903 ? 

ilr. Cromwell. Mr. Deming, the same gentleman who prepared 
this. 

The Chairman. Well, Mr. Deming, make that up and forward it 
to me at Washington. I will be obliged to you if you do that. 

ilr. Simmons. We will have that done. You want an exact 
statement ? 

The Chairman. I want the treasurer, if he is the proper person to 
do it, to make a complete and accurate analysis of the item on page 
17 of the annual report for the year 1903 of the board of directors 
to the stockholders. There is an item there : " Balance to the credit 
of profit and loss, $4,191,991.91," and in this analysis that is to be 
made I would be glad to have incorporated the amounts of cash on 
hand at that time and the source from whence that cash has been 
derived. 

Mr. Cromwell. All right. 
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Mr. TowNSEND. I wish, Mr. Chairman, you would add that we 
would like a similar statement for the same items for December 31, 
1902, making up the item of $4,201,587.09, as the balance to the 
credit of the profit and loss account. 
• Mr. Cromwell. That can be done. 

The Chairman. As soon as that is done, forward to me as chairman 
of the subcommittee at Washington. 

Mr. Simmons. Would you not like, Mr. Chairman, for us to give 
you a little further explanation as to the various items that con- 
stitute, as he says, approximately, the amount of the $4,000,000 fund? 

The Chairman. I was going to pass to that now. 

Mr. Simmons. That will aid you in comprehending it when you 
come to get the statement. 

The Chairman. In an approximate wav, I should like to know 
what this cash item of $469,994.66 included in the current assets 
on pa^e 16 of the fifty-third annual report for 1902, " Cash in banfc 
and with agents." I would like to know where you got that cash 
what did it represent? 

Mr. Deming. It rej)resented the receipts of the company fron 
various sources. It may have included amounts of our connecting 
steamship lines. 

Mr. TowNSEND. Did it? 

Mr. Deming. It undoubtedly did, because those accounts are alway 
]n process of settlement. 

Mr. Cromwell. Like bills receivable; current assets. 

The Chairman. Is there anything included in this cash item t< 
which I have referred other than the money that came to the compan; 
as its earnings as carrier for transportation of passengers and freight 

Mr. Deming. No, sir. 

The Chairman. This cash item of $469,994.06 says, " cash in ban) 
and with agents." Now, was any of that cash derived from any othe 
source than the transportation of freight and passengers? 

Mr. I^VERiNG. Was there anything from the sale of material ? 

The Chairman. Anything other than transportation? 

Mr. Deming. Yes, sir. We have our regular supply department oi 
the Isthmus, you know, on the railroad, and we do buy and sell sup 
plies — coal and material — we sell coal to the United States Govern 
ment and to our connecting steamship lines at the Isthmus. 

The Chairman. In addition to the carrying business you ar( 
dealers in coal and other supplies ? 

Mr. Deming. To a certain extent; yes, sir. 

The Chairman. So part of this cash was derived from profits or 
that commerce ? 

Mr. Cromwell. Also amounts due from the Government. If th( 
Government owed us $50,000, that was as good as cash. I want tha 
question answered, Mr. Deming. 

The Chairman. I want to know if there was included in this iten 
of cash anything other than the revenues derived from the conveying 
of freight and passengers and profits received from coal or othei 
commerce you might have bought and sold. 

Mr. Deming. For freight, passengers, mails; to the best of nr 
knowledge, that was all. 

The Chairman. Does that cash represent any revenues derivec 
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from placing any bonds of the company at any time or under any 
circumstances? 

Mr. Demino. We did not sell any bonds during the year 1903. 

The Chairman. None of that cash was brought down from previ- 
ous years ? 

Mr. Demino. Certainly. 

The Chairman. Was there any portion of that item of cash that 
had resulted from the sale of bon^s of the company or any other man- 
ner of indebtedness on the part of the company ? 

Mr. Cromwell. In other words, is any of that item represented by 
anything that the company is indebted for, directly or indirectly? 

Mr. Demino. Undouotedly there was some of it that came from the 
proceeds of the sale of bonds. 

The Chairman. Can you saj'^ how much ? 

Mr. Demino. Without looking into it more closely I can not: but 
we sold 1,087 bonds — ^that is, $1,087,000 — of our 4^ per cent bonas for 
account of the La Boca wharf ; that is, to make a payment for balance 
of indebtedness incurred on account of the La Boca wharf. Now, 
there was in that sale an amount of about $119,000 in excess of what 
we had to pay to the contractor. 

The Chairman. Now, that is included in this item — that excess of 
$119,000? 

Mr. Demino. Undoubtedly ; but as we had to 

The Chairman. I don't care for the reasons; I want to know the 
facts. What other similar source was any of that cash derived from; 
what other indebtedness of the company or sale of its bonds ? 

Mr. Demino. No other. 

The Chairman. When was that excess of those bonds put into that 
account? 

Mr. Demino. I can get it in one moment. 

The Chairman. I would like to know when that was credited up to 
the cash, that excess. 

Mr. Demino. Those bonds were sold in 1902. 

The Chairman. Now, what is the exact amount of the excess, if you 
have it there, over and above the amount paid to the contractor? 

Mr. Demino. I should have to go to our books for that. 

The Chairman. It was something over $100,000, was it not? 

Mr. Demino. About $119,000. 

The Chairman. This excess is carried in this item of cash with 
agents and banks. Now, after declaring this dividend 

Mr. Cromwell. Mr. Chairman, would you mind letting Mr. Dem- 
ingcomplete his statement ? 

The Chairman. Yes. 

Mr. Demino. We had expended on new terminals at La Boca 
$2,220,357.13, and we provided for a portion of it by the sale of those 
1,087 bonds. That is, we provided $1,087,000, leaving still uncapital- 
ized an amount paid out oi the accumulated earnings of $1,133,357.13. 

Mr. CromweIjL. And this $119,000 excess proceeds of bonds is ap- 
plied in reimbursing to that extent of that sum expended on the La 
Boca improvements of earnings. It reimbursed earnings account to 
extent of $119,000. 

The Chairman. The theory, as I understand it, upon which you 
have carried this four million fund is whenever you purchase any- 

PAN RY — 05^—3 
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thing that becomes a material and permanent part of the road that is 
to be charged against the road, credited to accumulated earnings. 
That is the theory upon which this item has bee^n built? 

Mr. Cromwell. That is the practice of railroads and corporations 
the world over. I mean to say that we are not pursuing an unusual 
practice ; but it is the general practice in corporate accounting. 

The Chairman. I want to recur to that item of improvement to 
those ships. 

Mr. TowNSEND. I wanted to determine that in connection with the 
answers that you, Mr. Deming, and Mr. Cromwell have made that that 
$4,191,929.91 was available for the payment of dividends. 1 wanted 
to get at how that was possible if you are going to make a statement 
of the items that make up that general sum of $4,000,000 in 1903, and 
also a similar item in 1902. 

Mr. De^iing. Possibly, because the items that go to make up that 
fund extend back over a period of years. On the 1st of January, 
1897 

The Chairman. That is one of the main things I want; a complete 
and accurate analvsis of that item. 

Mr. Deming. We will give 3"ou as accurate an analysis as our books 
will allow us to do. 

Mr. TowNSEND. Can you tell this, Mr. Deming; how much more 
money available for the payment of dividends you had in the treasury 
at the time your last 4 per cent dividend was declared in 1903 than 
you had at the same date, same time of year, in 1900 ? Would it be 
possible for you to find that ? 

Mr. Deming. Mere cash in hand does not represent an amount that 
is applicable to the payment of dividends. 

Mr. TowNSEN^D. As much in 1903 as in 1900 ? 

Mr. Deming. Yes, sir. 

Mr. TowNSEND. As much in 1900 as in 1903? 

Mr. Deming. Yes, sir. 

Mr. TowNSEND. Then you can make that comparison for us, can 
you not ? 

Mr. Deming. I will make the attempt. 

The Chairman. Do not these annual reports make that now? 

Mr. Cromwell. Yes, I think they do. 

Mr. Townsend. You have not changed your method of bookkeep- 
ing — vou had not — at the time of the last 4 per cent dividend m 
1903, *f rom what it had been theretofore from 1893 to 1901 ? 

Mr. Deming. No, sir; we made a change in our method of book- 
keeping in 1896. 

Mr. Townsend. But after that there was no change in keeping 
your account at all ? 

Mr. Deming. None whatever. 

Mr. Townsend. And has not been up to date ? 

Mr. Deming. No, sir. 

Mr. Lovering. Has that balance of assets been a constantly increas- 
ing one from year to year? 

Mr. Deming. Yes, sir. 

Mr. Townsend. Does that balance — I now refer to the item on 
page 17 of your report of 1903 to the stockholders— of $4,191,929.91 
represent all of the assets of the company over and above its liabili- 
ties at that time? 
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Mr. Deming. Yes, sir. 

Mr. TowNSEND. Does it include anv j)art of the ships, or all of 
them ? 

Mr. Deming. It is over and above the ships as part of the assets. 

Mr. TowNSENi). All of them ? 

Mr. Deming. Yes, sir: the three ships which the company o^Vns. 

Mr. TowNSENa So that there is no item that is considered as an 
asset, either of the ships or the railroad, that is not included in that 
item on the date of December Bl, 1903? 

Mr. Cromwell. You do not mean included in the item of $4,191,- 
929.91 itself, but included in the account of which that item is the 
balance ? 

Mr. Townsend. As I say, the balance over and above. 

Mr. Crom\\t:ll. All the property of the company, without excep- 
tion? • 

Mr. Deming. That represents the surplus. 

Mr. Cromwell. Over and above all the property, without excep- 
tion? 

Mr. Deming. Of the property — we have that other property 

Mr. Townsend. Wliat other property do you refer to, Mr. Deming? 

Mr. Deming. We have our liabilities, assets and liabilities, and 
over and above that there is an amount of $4,191,929.91. 

Mr. Townsend. That is the way I uhderstand that; that represents 
the balance. 

Mr. Cromwell. That is right, sir. 

The Chairman. As treasurer, you have charge of the books show- 
ing all moneys received by the company, and from whom they were 
received ? 

Mr. Deming. Yes, sir. 

The Chairman. Do the books show a payment to this company of 
any money by any connecting steamship lines ? 

Mr. Deming. Yes, sir. 

The Chairman. What lines? 

Mr. Deming. The lines which 

The Chairman. I will ask you more specifically ; what lines on the 
Pacific side? 

Jttr. Deming. The Pacific Mail Steamship Company, the Pacific 
Steam Navigation Company, and the South American Steamship 
Company. 

The Chairman. Do your books show the receipt of any money by 
the Panama Railroad Company from any other railroad company ? 

Mr. Deming. No, sir; no other railroad company. 

The Chairman. No money received from any source of that sort? 

Mr. Deming. No, sir. 

Mr. LovERiNG. Is there any money received from any other source 
than in the regular course or business ? 

Mr. Deming. No, sir. 

Mr. LovERiNG. No subsidy? 

Mr. Deming. No, sir. 

Mr. Townsend. Have you any contracts with any other railroad 
company in regard to the handling of trade ? 

Mr. Deming. We have not ; but I think that is a question that Mr. 
Cromwell or Mr. Drake could answer. 

Mr. Cromwell. The company has no contract, arrangement, under- 
standing, division, or transaction with any other railroad company 
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in the world, directly or indirectly, remotely or contingently. I am 
glad that I could answer that myself. You know we nave the con- 
tract with the Pacific Mail. 

The Chairman. Have you at hand a copy of the contract that 
exists between the Panama Railroad C!ompany and the Pacific Mail 
Steamship Company? 

Mr. Cromwell, les, sir; I drew it. It is in the form of two con- 
tracts. Here they are. 

The Chairman. Mark these " Exhibit No. 7 " and " 7a." 

Exhibit 7. 
" The Panama Route." 

contract hetween the panama ba11.roai) company and the pacific mail 

STEAM 8Hn» COMPANY. • 

[Dated June 11, 1902.] 

This agreement, made tlilH eleventh (Jay of .Tune. 1902, in the year one thou- 
sand nine hundred and two, between tlie I'anaina Railroad Company, duly 
chartered and organized under the laws of the State of New York, and herein- 
after called the railroad company, party of the first part, and the Pacific Mail 
Steamship Comi)any, also duly chartered and organized under the laws of the 
said State, and hereinafter called the steamship company, party of the second 
part, witnesseth : 

Whereas the said railroad company is now operating its railroad across the 
Isthnms of Panama, and running a line of steamers from New York to Colon on 
the Atlantic Ocean ; and 

Whereas the said steamship company is now running a regular line of steam- 
ers on the Pacific Ocean between San Francisco and Panama and intermediate 
ports on the Central American and Mexican coast ; and 

Whereas both companies are Interested in and desirous of hereby establishing 
conditions under which they may carry on regularly and without interruption 
the business of transi)ortutlon between San Francisco and New York and the 
said intermediate ports, with the intent hereby declared by both paities to 
develop to tlie fullest possible extent traffic by the Isthmus of Panama and to 
prevent the diversion of the business of said isthmus to other routes ; 

Now, tlierefore, in consideration of these premises and with the intention of 
so securing to both of the parties hereto the advantages of a contract of the gen- 
eral character above set Jorth for a term of ^ears, and in consideration of the 
sum of one dollar by each of the parties hereto to the other paid before the 
delivery hereof, It is mutually covenanted and agreed by and l)etween the 
respective parties hereto, and their respective successors, assigns, and legal 
representatives, as follows, that is to say : 

Article I. 

The railroad company hereby concedes to the steamship company (so far as 
Its charter and Its contract with the Colombian Government permit) the exclu- 
sive privilege of through billing to and from any and all ports of Central 
America, Mexico, tlie United States, and British Columbia, on the Pacific 
Ocean, under and during the life of this contract as hereinafter provided, in 
conijection with the railroad company and each and every one of Its Atlantic 
connecting lines. 

During the pendency of this contract the steamship company, when taking on 
its vessels for shipment at San Francisco or at any Pacific coast port situated 
between San Francisco and Panama, merchandise destined to Atlantic or Gulf 
ports of the United States, or to European points, shall Issue Its through bills on 
such merchandise only via the Isthmus of Panama. 

At New York and San Francisco business transported, or to be transported, 
by the Panama route is to be delivered to and received from connecting lines, 
the rates on such business so delivered to or received from connecting lines to 
be made by adding to the charges of such connecting lines and all transfer 
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charges the rates prescribed under this agreement for transportation between 
New York and San Francisco. 

And both partie agree, respectively (within tlie scope of their powers and as 
far as they can consistently with their own safety and protection and with their 
dnties as common carriers), to cooperate with each other In making such rates 
and in generally taking such measures as will afford to both parties protection 
against interference or competition by other steamship lines with the traffic 
hereby conceded by each to the other. 

Abticle II. 

Section '•A." — There shall be maintained by the steamship company a 
tlirough line of steamers each way between Panama and San Francisco, and 
such intermediate ports at which the steamship company now calls, as well as 
any other intermediate ports on the Pacific coast as above recited whose traffic 
shall develop sulficiently to warrant making them ports of call. The steamship 
company shall, subject to the perils of the seas, make at least three trips each 
way per month between Panama and San Francisco, and the steamers shall be 
those now running on the steamship company's line between said ports, or others 
of approximately equal capacity and speed. In case any of the steamers en- 
gaged in the above service be lost or destroyed, the steamship company agrees 
to promptly replace such lost or disabled vessel or vessels by another or others 
of approximately equal capacity and speed, so far as necessary to maintain the 
service as above prescribed, namely, a through line of steamers between Panama 
and San Francisco and the Intermediate ports as aforesaid, and the three trips 
each way per month as aforesaid by said present steamers or others of approxi- 
mately equal capacity and speed. 

Section " 5." — The railroad company shall maintain a line of steamers each 
way between New York and Colon, and it shall, subject to the perils of the sea, 
make at least three trips each way per month between New^York and Colon, and 
the steamers shall be those now rniming on the railroad company's line between 
said ports, or others of approximately equal capacity and speed. In case any 
of the steamers engaged in the above service be lost or destroyed, the railroad 
company agrees promptly to replace such lost or disabled vessel or vessels by 
another or others of aproximately equal capacity and speed, so far as necessary 
to maintain the service as above prescribed, namely, a tlirough line of steamers 
between New York and Colon as aforesaid, and the three trips each way per 
month as aforesaid by said present steamers or others of approximately equal 
capacity and speed. 

Section ** C" — These two steamship lines, connecting respectively at Panama 
and Colon with the Panama railroad shall constitute, with said railroad, what 
shall be hereafter called the "Panama Route," between New York' and San 
Francisco. 

Abticle III. 

The intention and purpose of this agreement being to obtain for the said 
" Panama Route " all the freight business that can be secured at reasonable 
and remunerative rates, it is agreed that either jiarty to this agreement shall, 
at the request of the other party thereto, publish and make operative such 
through rates between New York and San Francisco as will compete with those 
made operative by the competing transcontinental railroad lines ; and failure 
to comply with such request within twenty days from the date of its receipt 
shall constitute a violation of this contract and subject the offending party to 
the provisions of Article XIX of this contract. 

Both parties, however, agree that wlienever either party without request 
from the other puts in operation on east or west bound traffic between San Fran- 
cisco and New York, or requests tlie otiier to put in operation on such traffic, 
a through rate of less than forty cents (40c.) per hundred pounds or ten cents 
(10c.) per cubic foot, then the party so putting into effect such rate, without 
request from the other or the party making such request, agrees to bear Itself 
whatever difference there may be between the minimum rate above stated and 
the rate so put in operation, or requested, below such minimum rate. 

Article IV. 

During the term of this contract the railroad company shall not, directly or 
indirectly, run any steamers on the Pacific nortli of Panama, and shall (in so 
far as its charter and Its contract with the Colombian Government may permit. 
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and so far as it can consistently with its own safety and protection under exist- 
ing treaty stipulations) in every manner lawfully and reasonably within its 
power promote and protect the interests of the steamship company in all traffic 
north of Panama in connection with said railroad and its Atlantic connecting 
lines, and especially against all forms of competition whatsoever, and will (so far 
as it is practicable) give, turn over to, and direct to the vessels of the steamship 
company, to the extent that it can lawfully control or influence the same, all 
business destined to Pacific points north of Panama originating on the Isthmus 
of Panama and carried upon its railroad or which may be brought to said 
isthmus by its own ships or by other ships or lines, and especially will not, so 
long as the steamship company faithfully performs the stipulations of this 
agreement, become interested in or divide with any other person or persons or 
corporation or corporations the earnings of a through line or any through 
business to or from points on the Pacific coast north of Panama, and upon all 
such through business the full local tariff rates for the time being in force for 
transportation across the Isthmus of Panama shall be charged to all competing 
lines, and the railroad company will pay to the steamship c^ompany the amount 
of the share of the through rate to which the steamship company would have 
been entitled if such through business had been carried over its line. 

Further, the parties hereto, each for itself, agree that all freight, passengers, 
baggage, specie and mail matter confided to either for transportation or 
brought by the one party to the other for the purpose of being conveyed in either 
direction over and upon the whole or any part of said Panama route shall be 
transported and carried promptly and without undue delay. 

During the pendency of this contract the steamship company binds itself not 
to run vessels directly or indirectly from- any port on the eastern shore of the 
North American Continent to Colon or to the eastern terminal of any of the 
transcontinental routes. 

The steamship company agrees during the pendency of this contract (in so far 
as its charter may permit and so far as it can consistently with its own safety 
and protection und^r existing treaty stipulations) in every manner lawfully 
and reasonably within its power to promote and protect the interests of the 
railroad company in the traffic of the Panama route, and especially against all 
forms of competition whatsoever : the steamship company further agrees dur- 
ing the pendency of this contract not to divert fromt the Panama route the 
traffic to or from any of the Pacific ports between San Francisco and Panama, 
originating at or destined to Atlantic or (lUlf ports of the United, States or 
European ports. And for sucli business the steamship company shall not enter 
into contracts of any kind involving through billing with any person, party, or 
corporation other than the Panama Railroad Company, nor shall the steamship 
company compete directly or indirectly (by reduced rates or otherwise) with 
the " Panama route " on said business, and on any business so diverted directly 
or indirectly by it the steajnship company shall pay to the railroad company 
the freight it would have been entitled to receive if such business had been car- 
ried across the isthmus on its railroad. 

Article V. 

It is agreed tlmt throuj?h freight rates so far as the same accrue to the rail- 
road company and steamship company shall be divided between them as 
follows : 

On freight between United States Atlantic coast ports and United States 
Pacific coast ports ; to the railroad cojnpany, fifty per cent (50%) ; to the steam- 
ship company, fifty per cent (50%) ; minimum rate, forty cents (40c.) per 
hundred pounds or ten cents (10c.) per cubic foot. 

On freight between United States Atlantic coast ports and Mexican or Cen- 
tral American ports; to the railroad company, six^ per cent (60%) ; to the 
steamship company, forty per cent (40%) ; minimum rate to or from Mexican 
ports, sixty cents (60c.) per hundred pounds, or thirty cents (30c.) per cubic 
foot ship's option ; minimum rate to or from Central American ports, fiftj' 
cents (50c.) per hundred pounds, or twenty-five cents (25c.) per cubic foot 
ship's option. 

On foreign freight between European ports and Mexican or Central American 
ports: To the railroad company, forty per cent (40%) ; to the steamship com- 
pany, sixty per cent (60%) ; minimum rate, thirty-five shillings (35/) per ton of 
twenty- two hundred and forty (2,240) poimds, or forty (40) cubic feet. 



INVESTIGATION OF PANAMA RAILWAY COMPANY. 39 

On foreign freight between Euroi>onn ports and United States Pacific coast 
ports: To the railroad company, tliirty-seven and one-half per cent (37i%) ; to 
the steamship company, sixty-two ami oiie-lialf por cent (02i%) ; minimum rate, 
forty cents (40c.) per lOU iwunds, or ton cents (10c.) i)er cubic foot. 

The above-prescribetl division l)otween the railroad and steamship company 
shall apply to the portion of the tluouprh freight rates accruing to said companies 
on business and traffic, whether originating at or destined to tlie i)orts alwve men- 
tioned or points prior or Kul)se<]uent thereto. 

Subject to above agreed niinin»a, the freight rates between United States 
Atlantic and United States I'aciflc coast innts, and between United States Atlan- 
tic coast porta and Mexlcjin or Central An»orican i)ortH, and lK*twcen Mexican, 
Centrjil American, or United States I»aciflc cY)ast iM)rT8 and Euroi)ean ports, are to 
be fixed by the initial carriers. All tariflPs naming rates and commodities are to 
be made by mutual consent and l)e<^^nie effective with the date of this agreement 

It is further agreed that if, during the pendency of this contract, it becomes 
necessary, on account of tiuarantiiw^or revolutions. or the acts of any government, 
to hold and warehouse freight, mall, specie, etc., at any [wint on the railroad or 
steamship company's lines, all charges thereon are to be considered as line 
charges, and are to be pro rated between the lines in interest according to the 
divisions of the through rates, it being understood that the charges for handling 
and warehousing by the railroad or steamship company are to l»e at cost. 

Articlk VI. 

It is mutually agreed tlint the term "ton." as used in this agreement, shall mean 
two thousand two hundre<l and forty (2.240) pounds avdp., or forty (40) cubic 
feet measurement when so taken by shli)s, unless otherwise expressly provided 
herein. 

Article VII. 

Passenger rates accruing to the railroad ami steamshii^ (H)mpany between 
New York and Pacific coast j)orts, I*anama to San Francisco, both included, shall 
be divided as follows: To the railroad (H)nii)any, fifty i^er cent (50%) ; to the 
steamship company, fifty per cent (50%). 

Through passenger rates effe(.*tlve under terms of this contract are those which 
were in effect December 1, 1800, and any change therefrom is to be made only by 
mutual consent in writing; but either party to this contract is at liberty to 
diminish any agreed rate, but at Its own cost, by the amount of the proportion 
accruing to it under the alK)ve divisions. 

Any commissions paid agents for soliciting and obtaining passenger business 
covering service of Panama route are to be divided between the railroad company 
and the steamship company pro rata, according to the divisions of the through 
rate. 

Both parties shall have the right to appoint and maintain agents at any point 
they may select. 

Abticle VIII. . 

The steamers of the Pacific Mall Steamship Company shall make use of the 
La Boca wharf provided by the Panama Ilailroad Company whenever In the 
judgment of the Pacific Mall Steamship Company It Is safe and i>rudent so to 
do; but in the event of the steamers not l)elng able to get alongside said wharf 
without delay, then the cargo, etc.. shall he lightered In the Bay of Panama. 

When steamers load or discharge alongside La Boca wharf no charge shall be 
made on passengers, malls, specie, baggage, et(\. l)ut the railroad company shall 
be paid as wharfage on all other car^o (when same Is taken from or landed on 
the wharf direct) a maxlnunn rate of eighty cents (80c.) American g^^ld per ton, 
It being imderstood that the railroad company is to provide at its wharf at La 
Boca the necessary equipment for the etficlent operation thereof and for the 
prompt loading and unloading by the steani^hij) company of its vessels, com- 
pensation for all which Is Included In above wharfage. 

If the railroad company furnishes cranes, there shall be an additional charge 
of ten cents (30c.) per ton on cargo for the use of su<*h cranes, such usage, however, 
of cranes being optional with the steamship company. 

When lighterage Is perfornuHl l)y the railro.nl company and the lighters are 
loaded or discharged at La Boca, no charge other than the lighterage charged Is 
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to be made the steamship company for the nse of La Boca wharf or cranes, 
or loading or unloading the lighters at the wharf. 

If the steamship company elects to enter service between Panama and OhiriquI, 
such service is to form part of this contract, and the steamship company is to 
have the right to land all cattle it may carry on the beach at Panama free of any 
charge. 

Article IX. 

The railroad company shall, during the pendenc-y of this contract, continue to 
employ its lighters when reasonably necessary to connect with the steamship 
company's vessels and the shore at Pannma, the railroad company agreeing to 
furnish lighters in sufticlent number to load and unload such vessels with 
dispatch. 

When lighters are used the following shall be the lighterage charges: For 
each ton of freight delivered by the steamship company to the railroad company, 
or by the railroad company to the steanisliif) company, ninety cents (90c.) per 
ton United States currency; for all specie or treasure, one-fortieth of one per 
cent (1/409^) ; for each passenger one dollar ($1.00) United States currency; 
no charge for extra baggage or mails. 

Panama local cargo to be received and delivered by the party of the first part 
as agent for the party of the second part. In that city ; the receipt or delivery 
thereof and transfer to and from steamer, Including the lighterage, wharfage, 
and cranage, to be performed by party of the first part, and party of the 
second part will pay for such services rendered $1.25 i^r ton, whether lightered 
or received from or delivered to steamers at La Boca. 

Article X. 

The railroad company agrees to transfwrt from Colon to Panama supplies, 
excepting coal, exclusively for the use of tlie steamship company's steamers on 
the Pacific at three dollars (^y>) per ton, and to lighter same at Panama at one 
dollar ($1) per ton additional, it being herel)y agreed that the steamship com- 
pany shall have the right to perform lighterage on its own coal and other sup- 
plies in its own lighters. 

The- railroad company agrees to trans|)ort by each steamer from New York to 
Colon, supplies exclusively for the use of the steamship company, at the rate of 
$5 per ton. 

Article XI. 

The officers and employees of the steamship company shall be carried between 
Panama and Colon free, and between New York and Panama or Colon at the 
rate of ten dollars for each passenger. 

The officers and employees of the railroad company shall be carried between 
Panama and San Francisco at the rate of twenty dollars for each passenger. 

Article XII. 

The railroad company agrees, so long as its wires are In working order, to 
obtain and furnish the steamship company all telegraphic and telephonic infor- 
mation through its agents that may be necessary to properly conduct the busi- 
ness of the Panama route. 

Article XIII. 

Each party hereto shall be responsible for cargo, specie, and mail while under 
Its care and until delivered to its cocarrier. 

• Any responsibility accruing in regard t« passengers or their baggage is to be 
assumed in like manner as cargo. 

Whenever any loss or injurj' occurs, or damage from delay in transportation, 
the loss or injury or damage from delay, whether accruing with respect to cargo, 
specie, mail, passengers or their baggage, shall, when same can not be located, 
be prorated between the railroad company and the steamship company, accord- 
ing to the divisions of the through rate that may apply in each case. 

In case any actions, suits, or claims shall be brought against any cocarrier, the 
carrier responsible, as above stipulated, shall bear and discharge any loss, dam- 
age, or expense incident thereto; provided the carrier sued shall at once give 
notice to the other cocarrier to the end that each may have opportunity to 
defend its interests. 
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Abticlb XIV. 

The carriage or transportation of salt, coal, and grain (except barley in bags 
between United States points) is hereby exempted from the operation of this 
contract, and each of the contracting parties reserves its full liberty as to the 
carriage or transportation of these articles. 

Abticle XV. 

The railroad company will do at its shops in Panama and Ck)lon such work 
and repairs for the steamship company as the steamship company from time to 
time may request, and as the railroad company can perform without interfer- 
ence with its own business, charging therefor the cost of labor and material 
on the Isthmus, with ten per cent added thereto. 

Abticle XVI. 

The steamship company shall make over and deliver to the railroad company 
charter-parties Of even date with the present instrument, at the nominal rate of 
one dollar per month, and unconditional In terms of the following; steamers 
belonging to said company, and now running or to be run between Panama and 
San Francisco under this contract, to wit, the Acapulco, the San Jose, the City 
of Sydney, the Colon, the City of Para, and the San Juan, and agrees to likewise 
make over and deliver to the railroad company like charters of any other steam- 
HK placed upon said service under the provisions of Section A, of Article II of 
this contract, simultaneously with the placing of the same ui)on said service. 

If the steamship company, from any cause except the act of God or the public 
punctually and regularly three trips per month in each direction under and 
according to the provisions of Section A, Article II of this contract, then these 
charters are to remain unenforceable. 

If the steamship cojnpany, from any cause except the act of God, or the public 
enemy, or arising from the perils of the sea, omits two sailings in any one cal- 
<^ndar month during the continuance of this contract, then the above charter's 
are, as to all or any one or more of said steamers, at the railroad company's 
option, to become enforceable, and the railroad company shall have, and is 
hereby given, the absolute right and i)ower to run said vessels, or any of them, 
on the aforesaid described route and service, calling at all ports between Pana- 
ma and San Francif-co, and vice versa, for the account and risk of and at the 
t'xpense of said steamship company, during the unexpired portion of this con- 
tract, it being the express intent and agreement of the parties hereto that the 
covenants of this article shall be specifically enforceable, and that breach thereof 
can not be adequately compensated in damages. 

The steamship company agrees, in the contingency aforesaid, peacefully to 
surrender to the railroad company, upon its demand in writing, the said 
steamers, or any of them, without the intervention of any court or legal pro- 
i-eedings of any kind whatsoever; the steamship company hereby irrevocably 
giving the railroad company all the power and authority needful in the prem- 
ises, in order that the railroad company may take possession of said steamers, 
or of any one or more of them, and operate them, or any one or moro of them, 
imder the provisions and terms of the charter-parties hereto annexed ; and it is 
expressly agreed that in case of any conflict of opinion or doubt as to the respec- 
tive rights of the parties hereto under this clause, until such riglits .ire finally 
established by the judgment and decree of a competent court, or by arbitration 
in the manner hereinafter provided, the steamship company or its successors 
will not, in the contingency herein contemplated, hold said ships as against any 
demand of said railroad company, and will not prevent or hinder the use of the 
same by the railroad company in the manner or in the business contemplated by 
this agreement. 

Article XVII. 

The railroad company shall make over and deliver to the steanisliii) company 
charter-parties of even date with the present instrument, at the nominal rate of 
^Qe dollar per month and unconditional in terms, of the following steamers 
belonging to said railroad company and now running, or to be run, between New 
^orlj and Colon under this contract, to wit, the AUianca, the Advance, and the 
finance, and agrees to likewise make over and deliver to the steamship com- 
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pany like charters of any other steamers placed upon said service under the pro- 
visions of Section B, of Article II of this contract, simultaneously with tbe 
placing of the same upon said service. 

It is hereby further agreed that as long as the railroad company's steamship 
line performs punctually and regularly at least three trips per month in each 
direction, under and according to the provisions of Section B, of Article II of 
this contract, then these charters are to remain unenforceable. 

If the railroad company, from any cause except the act of God or the public 
enemy, or arising from the perils of the sea, omits two sailings in any one cal- 
endar month during the continuance of this contract, then the above charters 
are, as to all or any one or more of said steamers, at the steamship oompan^s 
option to become enforceable, and the steamship company shall have, and is 
hereby given, the absolute right and power to run said vessels, or any of them, 
on the aforesaid described route and service, between New York and Colon, 
and vice versa, for the account and risk of and at the expense of said railroad 
company, during the unexpired portion of this contract, it being the express 
intent and agreement of the parties hereto that the covenants of this article 
shall be specifically enforceable, and that breach thereof can not be adequately 
compensated in damages. 

The railroad company agrees, in the contingency aforesaid, peacefully to sur- 
render to the steamship company, upon its demand in writing, the said steameris, 
or any of them, without the intervention of any court or legal proceedings of 
any kind whatsoever ; the railroad company hereby irrevocably giving the steam- 
ship company all the power and authority needful in the premises, in order that 
the steamship company may take possession of said steamers, or of any one or 
more of them, and operate them, or any one or more of them, under the provisions 
and terms of the charter-parties hereto annexed; and it is expressly agreed 
that in case of any conflict of opinion or doubt as to the respective rights of the 
parties hereto under this clause, until such rights are finally established by the 
judgment and decree of a competent court, or by arbitration in the manner here- 
inafter provided, the railroad company, or its successors, will not, in the con- 
tingency herein contemplated, hold said ships as against any demand of said 
steamship company, and will not prevent or hinder the use of the same by the 
steamship company in the manner or in the business contemplated by this agree- 
ment. 

Article XVIII. 

For all joint business transacted under this contract and for all services or 
material furnished by the parties thereto to each other there shall, except as 
herein otherwise expressly provided for, be rendered at New York a monthly 
account, on the 25th day of each month, for the business of the preceding month, 
such statement to cover all business of the preceding month cleared during said 
month, and the sums due shall be paid on that date to the creditor company. 

Article XIX. 

Any and all questions that shall or may arise touching this agreement, or the 
construction thereof, or any matters or things to be done or i)erformed by either 
of the parties hereunder, shall be submitted to the decision and award of three 
arbitrators, who shall be disinterested pereous, and who shall be chosen, one by 
each of the parties hereto, and the third by the two so chosen. Either party 
hereto may, at any time, notify the other, in writing, that it elects to submit any 
such matter of difference to arbiraioii hereunder and name an arbitrator, and 
if the other party sliall fail or omit to name an arbitrator within fifteen daiys 
after written notice of such selection of an arbitrator by the other party and 
written request to name an arbitrator, the arbitrator named by the party giving 
such notice shall name an arbitrator lor and on behalf of the party so failing 
or omitting, who shall have the same power and authority as though he had been 
chosen and nominated by such party. And the decision and award of any two of 
such arbitrators with respect to tlie matters so submitted to them shall be 
binding and conclusive upon the parties ; and each of the parties hereto does bind 
itself and its successors faithfully to abide by and carry out any award so made 
by any two of the arbitrators appointed as aforesaid. Any question of violation 
or failure to observe this agreement by either party, or any other question aris- 
ing between them hereunder, may be submitted to such arbitrators, and they 
shall determine, first, as to the fact, and, secondly, as to the amount of money 
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amages to be paid by the party found guilty to the party making the charge, 
r the particular thing to be done or to be refrained from being done by such 
uilty party, and such amount shall be paid, and such award shall be complied 
rith, within ten days of the rendering of such award. The two parties both 
gree to furnish to the arbitrators any paper, instrument, or l)ook in their pos- 
ession. which such arbitrators may request them to produce. Should any arbi- 
ration fail for any cause, then such proceedings as above prescribed may be 
aken de novo by either party to this agreemnet. All hearings by said arbi- 
rators shall be held in New York or on the Isthmus of Panama, or in San 
Francisco, or such other place where witnesses necesHury to upi>ear before the 
LTbitrators may be obtained with the least expense to the parties to this con- 
ract, and all fees and expenses of such arbitrators shall be borne by the party 
igainst whom the award of the arbitrators shall be made, and shall be assessed 
)y said arbitrators and made part of their award. 

This article shall be considered of the essence of this agreement and any 
>reach of or failure to observe any of the terms thereof sliall be deemed to be a 
ooaterial breach of the entire contract. 

Article XX. 

Any of the conditions of Articles V, VII, VIII, IX, X, and XI of this agreement 
may be altered by consent in writing of the parties hereto, signed by their 
respective presidents or vice-presidents, without affecting any of the otl)er condi- 
tions of this agreement. 

Article XXI. 

Subject to the provisions of a coutenij>oraneous agreement between tlie parties 
hereto of even date herewith this contract, except as herein otherwise expressly 
prescril)ed, shall remain in force for tlu-ee years from the eleventh day of June, 
1902, and for the further i)eriod of two years, if either party shall so elect, and 
if such party shall have given notice of such election to the other party hereto 
at least ninety (90) days before the expiration of the first term of three years. 

In witness whereof the said parties hereto have caused this instrument to be 
signed in their corporate names by their respecttive presidents, and their 
respective coiiwrate seals to be hereunto affixed and attested by their respective 
secretaries the day and year first herein above written. 

Panama Railroad Company, 
By J. Edward Simmons, President, 
Attest : 

E. A. Drake, Secretary. 

Pacific Mail Steamship Company, 

By Charles H. Tweed, President. 

. Attest : 

Jos. IIeixen, Secretary. 

State of New York. County of 'Seir York, ss: 

On this 11th day of June, 1002, before me personally appeared J. Edward Sim- 
mons, personally known to me to be the individual who subscribed the within 
Instrument for and in behalf of the Panama Railroad Company, who, being by 
me duly sworn, did depose and say : That he resided in New York Citj^ ; that he 
was the president of the said corporation; that he knew the corporate seal 
of the said corporation : that the seal affixed to the said instrument was such 
corporate seal, and that the said instniment was signed by him and sealed in 
behalf of the said coriwration by authority of its board of directors ; and the 
said J. Edward Simmons acknowledged the said instrument to be the act and 
deed of the said corporation, and that the same was executed by said corporation 
freely and voluntarily for the purposes therein mentioned. 

[Notarial seal.] John J. Tiernev, 

Notary Public, Kings Voimty. 
Certificate filed in Xcw York County, N. Y. 

State of New York, County of New York, ss: 

On this 11th day of June, 1902, before me personally appeared E. A. Drake, 
personally known to me to be the individual who subscribed the within instru- 
Dttentfor and in behalf of the Panama Railroad Company, who, being by me duly 
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sworn, did depose and say: That he resided in New York City; that he wai^ 
the secretary of the said corporation ; that he knew the corporate seal of the said 
corporation ; that the seal affixed to the said instrument was such corporate seal, 
and that the said instrument was signed and sealed by him in behalf of the said 
^corporation by authority of its board of directors; and the said B. A. Drake 
acknowledged the said instrument to be the act and deed of the said corporatico, 
and that the same was executed by said corporation freely and voluntarily for 
the purposes therein mentioned. 

[Notarial seal.] John J. Tiebney, 

Notary Public, Kings County, 
Certificate filed in New York County. N. Y. 

^TATE OF New York, 

County of New YorJct 88 : 

On this 11th day of June, 1902, before me personally appeared C. H. Tweed, 
personally known to me to be the individual who subscribed the within instro- 
ment, for and in behalf of the Pacific Mail Steamship Company, who, being 
by me duly swpru, did depose and say: That he resided in New York City; 
that he was the president of the said corporation ; that he knew the corporate 
seal of the said corporation ; that the seal affixed to the said instrument was ' 
such corporate seal, and that the said instrument was signed by him and sealed 
in behalf of the said corporation by aathority of its board of directors ; and the 
said C. H. Tweed acknowledged the said instrument to be the act and deed of 
the said corporation, and that the same was executed by said corporation freely 
und voluntarily for the purposes therein mentioned. 

[Notarial seal.] JOHN J. Tierney, 

Notary PuUic, Kings County. 

Certificate filed in New York County, N. Y. 

State of New Yobk, 

County of Neio York, as: 

On this 11th day of June, 1902, before me personally appeared Joseph Hellen, 
personally known to me to be the individual who subscribed the within instru- 
ment for and in behalf of the Pacific Mail Steamship Company, who, being by 
me duly sworn, did depose and say : That he resided in New York City ; that he 
was the secretary' of the said corporation ; that he knew the corporate seal of 
the said corporation ; that the seal affixed to the said instrument was such 
corporate seal, and that the said instrument was signed and sealed by him in 
behalf of the said corporation by authority of its board of directors ; and the 
said Joseph Hellen acknowledged the said instrument to be the act and deed of 
the said corporation, and that the same was executed by said corporation freely 
and voluntarily for the purposes therein mentioned. 

[Notarial seal.] John J. Tiebney, 

Notary Public^ Kings County. 

Certificate filed in New York County, N. Y. 

f Extract from minutes of regular meeting of the board of directors of the Panama Rail- 
road Co., held at the office of the company, No. 24 State street, New York, on Thursday, 
June 12th, 1902] 

Resolved. That the contract and supplemental agreement between the Pacific 
Mail S. S. Co. and this company, which have been approved by counsel and now 
submitted to this board, be, and the same are hereby, ratified, approved, and 
adopted, said agreements being as follows : 

* 4> * * * o * 

And the president and secretary of this company are hereby fully authorized 
and empowered to execute, acknowledge, and deliver for and in behalf of this 
<iompany, and under its corporate seal, the agreements aforesaid, together with 
the several charter parties and stipulations provided by said agreements to be 
jnade and delivered at this time or any time hereafter by this company, said 
charter parties and stipulations to be in such form and terms as to the execu- 
tive committee may seem proper in order to carry out said agreements ; and said 
officers are also fully authorized and empowered to do all acts and things which 
they may deem necessary or proper to effectuate the completion of said agree- 
ments and the full establishment of the same. 
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I I hereby certify the foregoing to be a true and correct copy of the refM)lution 
iidopted by the board of directors at its meeting held on June 12th, 1002, duly 
oiled and held. 

Witness my hand and official seal this 12th day of June, 1902. 

[Seal of Panama Railroad Co.] E. A. Dbake, Secretary, 

{Extract from the minutes of a special meeting of the board of directoi-s of the Pacific 
Mail Steamship Co., held at No. 120 Broadway, in the city of New York, on Wednesday, 
June 11th, 1902, at 3 o'clock p. m. A quorum being present and assenting.] 

Resolved, That the agreement and the supplemental agreement between the 
Panama Railroad Company and this company, which are now submitted to the 
board, be, and the same are hereby, approved, and that the president and secre- 
tary of this company be, and they are hereby, authorized to execute said agree- 
ment and supplemental agreement under the corporate seal of this company, and 
to acknowledge and deliver the same, and to execute, acknowledge, and deliver 
charter parties as prescribed in said agreement, and to do such other acts and 
things as they may deem necessary and proper to carry out said agreement and 
sappiemental agreement. 

Attest: 

A true copy. 

[Seal of Pacific Mail Steamship Co.] Jos. Hellen, Secretary. 



Exhibit 7a. 

"The Panama Route." 

supplemental contract between the panama railroad company and the 

pacific mail steamship company. 

[Dated June 11, 1902.] 

This memorandum of an agreement, made and entered Into this eleventh day 
of June, 1902, by and between the Panama Railroad Company, a corporation 
duly chartered by and organized under the laws of the State of New York, and 
hereinafter called the railnoad company, partj' of the first part, and tlie Pacific 
Mail Steamship Company, also a corporation duly chartered by and organized 
nnder the laws of said State, and hereinafter called the steamship company, 
party of the second part, wltnesseth, that 

Whereas the parties hereto have entered into another agreement, bearing even 
date herewith, for the purpose of regulating the traffic arrangements between 
them and hereinafter called the traffic agreement ; and 

Whereas a suit is now pending before the supreme court of the Republic of 
C!olombia, brought by the attorney-general of said Republic against the railroad 
company, to compel the railroad company to grant to all carriers the privilege 
of issuing through bills of lading over its line of railroad and to forbid it to 
give to any carrier special privileges or advantages in respect of transportation 
of goods over said railroad ; and 

Whereas carriers of goods and passengers from Panama to points upon the 
Pacific, north of said city, may enter into competition with the Panama route and 
may embarrass the operations of said route, and it may be necessary for the 
proper conduct qf the business that other independent means of transportation 
from Panama to points on the Pacific, south of said city, should be provided : 

Now, therefore, in consideration of the premises and of the sum of one dollar 
hy each of the parties hereto to the other in hand paid, and of other good and 
valuable considerations, the receipt whereof is hereby acknowledged, and of the 
making of said traffic agreement and of the various covenants of the respective 
parties hereinafter contained, the parties aforesaid have covenanted and agreed, 
and do hereby covenant and agree, to and with each other as follows : 

First. The railroad company and the steamship company will cooperate in 
defending, or procuring the dismissal of the said suit now pending before the 
snpreme court of the Republic of Colombia, and will contribute in the proportion 
of 55 per cent by the railroad company and 45 per cent by the steamship com- 
pany to the expenses hereafter and during tlie operation of said traffic agree- 
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ment, incurred for counsel In connection with tlie defense of said suit, or with 
sucli efforts to procure tlie dismissal thereof. 

Second. If tlie railroad company should not, on account of its inability to do 
so, or for juiy other reason, give to the steamship company the exclusive privi- 
lege of issuing through bills of lading over its line of railroad, to and from the 
ports referred to in the first paragraph of Article I of said traffic agreement, in 
connection with the railroad conjpany and each and every one of its Atlantic 
connecting lines, then tlie steamship company shall be entitled, at its option, to 
terminate said traffic agreement upon giving written notice to the railroad com- 
pany of its election so to terminate the same. 

Third. Upon the execution of the said traffic agreement by the parties hereto 
the railroad company is to forthwith give notice to all steamship lines loinning 
steamers between I'anama and ports on the Pacific coast north thereof, other 
than the Pacific Mail 'Steamship Company, that upon the expiration of ninety 
days from the giving of such notice the railroad company will cease to through^ 
bill with the steamship lines so notified, or either or any of them, in respect of 
the transportation of merchandise on the Pacific coast north of Panama, and 
the parties hereto shall endeavor to procure arrangements between such other 
steamship lines so notified and the parties hereto for a division of territory 
niuler wliicli the transportation of merchandise on the Pacific coast north of 
Panama siiail be ctmducted by the Pacific Mail Steamship Company only, and 
the transportation of merchandise on the Pacific coast south of Panama shall be ' 
conducted by such other lines and for a mutual interchange of business at Pan- 
ama botwoen said Pacific Mail Steamship Company and such other steamship 
lines. 

If on or before the expiration of ninety days from the giving of such notice 
such other steamshii) lines shall not have agreed to such division of territory 
and to such mutual interchange of business at Panama as above prescribed, but 
shall conduct the ti*ansportation of merchandise north of Panama, the Pacific 
Mail Steamsliip Company may, at its own expense, but otherwise In cooperation 
with the Panama Railroad Company, Inaugurate a steamship line extneding as 
far south as Valparaiso, and the Panama Railroad Company will extend to the 
Pacific Mail Steamship Company, in respect of such line, fcilities in all respects 
equal to those which the railroad company may accord to any other line oper- 
ating steamers south of Panama. 

If, in consequence of the notification to be given as above prescribed from the 
railroad company to the other steamship lines, or such efforts to secure a divi- 
sion of territory as above provided, such other stean^phip lines shall withdraw 
their existing lines connecting Panama with points on the Pacific coast south 
thereof, then the Pacific Mail Steamship Company will. If the railroad company 
shall so request, forthwith make arrangements for providing for a line of steamers 
running south from Panama as far as Valparaiso, and shall within at most 120 
days after the making of such request establish and begin the actual operation of 
such line; and in that event the railroad company will thereafter and so long 
as such line shall be maintained and operated in a regular and efficient manner 
so as to accommodate properly the traffic between said points and Panama in 
connection with the railroad, refuse and continue to refuse to through-bill with 
other steamship lines in respect of business south of Panama, and will through- 
bill exclusively with the Pacific Mail Steamship Company for such business, and 
will extend to the Pacific Mall Steamship Company facilities for such business In 
all respects equal to those which by the said traffic agreement are extended to 
the business conducted by the Pacific Mail Steamship Company north of Panama. 
Provided, however, that the running of such line of steamers south from Panama 
bj the Pacific Mail Steamship Company and such exclusive through-billing privi- 
lege may be terminated upon one year's notice from the Pacific Mall Steamsliip 
Company to the Panama Railroad Company of its election to terminate the 
running of such line, or upon one year's notice from the Panama Railroad Com- 
pany to the Pacific Mall Steamship Company of its election to terminate such 
exclusive through-billing privileges. 

Fourth. It is mutually and expressly understood and agreed that If at any 
time during the continuance of said traffic agreement, a majority of the shares 
of the railroad company or its railroad property shall be purchased or acquired 
by the United States of America, or by any person or persons representing it or 
acting in its behalf, then either party hereto may give notice in writing to 
the other of its intention to terminate said traffic agi-eement, and at the expira- 
tion of six months from the givng of such notice, the said traffic agreement and 
the previous articles of this agreement shall terminate, come to an end, and 
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e utterly null and void thenceforth, anything in said traffic agreement or herein 
ontained to the contrary notwithstanding. 

In witness whereof each of the parties hereto lias caused these presents to be 
igned by its president, attested by its secretary, and sealed with its corporate 
eal, the day and year first hereinabove written. 

Panama Hail Uoad Company. 
By J. Edward Simmons. PrvxUlcnt. 
Attest : 

E. A. Dbake, Srcvctavy. 

Pacific Mail Steamship Company, 
By Charles H. Tweed, President, 
Attest : 

Jos. Hellex, Secretary. 

State of New York, 
County of New York, ss: 

On this 11th day of June, 1902, l)efore me personally appeared J. Edward Sim- 
mons, personally known to me to be the individual who subscril)ed the within 
instrument for and in behalf of the Panama Railroad Company, who, being 
tqr me duly swoni, did deiK)se and say : That he resided in New York City ; that 
Ite was the president of the said corporation ; that he knew the cori>orate seal of 
the said corporation ; that the seal affixed to the said instrument was such cor- 
porate seal, and that the said instrument was signed by him and sealed in behalf 
of the said cori)oration by autliority of its board of directors ; and the said J. 
Edward Simmons acknowledged the said instrument to be the act and deed of 
the said corporation, and that the same was executed by said corporation freely 
and voluntarily for the purposes therein mentioned. 

[Notarial seal.T 

John J. Tierney', 
Xotary Puhlic, Kings Co,, 
Certificate filed in New York County, N. Y. 

State of New York, 
County of New York, ss: 

On this 11th day of June, 1902, before nie personally appeared E. A. Drake, 
twreonally known to me to be the individual who subscribed the within instru- 
ment for and in behalf of the Panama Railroad Company, who, being by me 
duly sworn, did depose and say : That he resided in New York City ; that he was 
the secretary of the said corporation ; that he knew the corporate seal of the 
1. said corporation; that the seal affixed to the said instrument was such corpo- 
rate seal, and that the said instrument was signed and sealed by him in behalf 
I of the said corporation by authority of its board of directors ; and the said E. A. 
Drake acknowledged the said instrument to be the act and deed of the said cor- 
poration, and that the same was executed by said corporation freely and vol- 
untarily for the purposes therein mentioned. 
[Notarial seal.] 

John J. Tierney, 

Notary PuJ)lic, Kings Co., 
Certificate filed in New York County, N. Y. 

State of New York, 

County of New York, ss: 

On this 11th day of June, 1902, before me personally appeared C. H. Tweed, 
personally known to me to be the Individual who subscribed the within instru- 
ment for and in behalf of the Pacific Mail Steamship Company, who, being by 
Dae duly sworn, did depose and say : That he resided in New York City ; that he 
was the president of said corporation; that he knew the corporate seal of 
the said corporation \ that the seal affixed to the said instrument was such cor- 
porate seal, and that the said instrument was signed by him and sealed in 
^half of the said corporation by authority of its board of directors ; and the 
*^d C. H. Tweed acknowledged the said instrument to be the act and deed of 
the said corporation, and that the same was executed by said corporation freely 
and voluntarily for the purposes therein mentioned. 
[Notarial seal.] John J. Tierney, 

Notary Pul)lic, Kings Co. 
Certificate filed in New York County, N. Y. 
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State op New Yobk, 

County of Neto York, 88: 

On this 11th day of June, 1902, before inc personally appeared Joseph Hellen, 
personally known to me to be the individual who subscribed the within Instro- 
ment for and in behalf of the Pacific Mail Steamship Company, who, being by 
me duly sworn, did depose and say : That be resided in New York City ; that he 
was the socretarj' of the said coiT)orntIon ; that he knew the corporate seal of 
the said corporation ; that the seal affixed to the said instrument was such cor- 
porate se.'il, and that the said Instrument was si^ed and sealed by him In behalf 
of the said corporation by authority of its board of directors; and the said 
Joseph Hellen acknowledged the said instrument to be the act and deed of the 
said coiporation, and that the same was executed by said cori>oratIon freely and 
voluntarily for the purix)ses therein mentioned. 

[Notarial seal.] JOHN J. TiEBNET, 

Notary Public, Kings Co, 
Certificate filed in Neto York County, N, Y. 

[Extracts from minutes of regular meeting of the board of directors of the Panama Rail- 
road Co., iield at the office of the company, No. 24 State street, New York, on Ttaunday, 
June 12tb, 1002.] 

Resolved. That the contract and supplemental agreement between the Pacific 
Mail S. S. Co. and this company, which have been approved by counsel and now 
submitted to this board, be, and the same are hereby, ratified, approved, and 
adopted, said agi'oenients being ns follows: 

And the president and secretary of this company are hereby fully authorized 
and empowered to execute, acknowledge, and deliver, for and in behalf of this 
company, and under its corporate seal, the agreements aforesaid, together wltb 
the sevei-al charter parties and stipulations provided by said agreements to be 
made and delivered at this time or any time hereafter by this company; said 
charter parties and stipulations to be in such form and terms as to the execu- 
tive committee may seem pn.per, in order to carrj' out said agreements; and 
said officers arc also fully authorized and empowered to do all acts and things 
which they may deem necessary or proper to effectuate the completion of said 
agreements and the full establishment of the same. 

I hereby certify the foregoing to be a true and correct copy of the resolution 
adopted by the board of directors at its meeting held on June 12th, 1902, duly 
called and held. 

Witness my hand and official seal this 12th day of June, 1902. 

[Seal of Panama Railroad Co.] E. A. Drake, Secretary. 

[Extract from the minutes of a special meeting of the board of directors of the Pacilif 
Mail Steamship Co., held at No. 120 Broadway, in the city of New York, oil Wednesdaj, 
June 11, 1902, at 3 o'clock p. m. A quorum being present and assenting.] 

Resolved, That the agreement and the supplemental agreement between the 
Panama Railroad Company and this company, which are now submitted to the 
board, be and the same are hereby approved, and that the president and secre- 
tary of this company be and they are hereby authorized to execute said agree- 
ment and supplemental agreement under the corporate seal of this company, and 
to acknowledge and deliver the same, and to execute, acknowledge, and deliver 
charter parties as prescribed In said agreement, and to do such other acts and 
things as they may deem necessary and proper to carry out said agreement and 
supplemental agi-eement. 

Attest : 

A true copy. 

[Seal of Pacific Mall Steamship Co.] Jos. Hellen, Secretary. 

Mr. Cromwell. It is a profitable contract to this company. 

Mr. EscH. In that connection, have you contracts with the South 
American Steamship Company? 

Mr. Cromwell. We have contracts, but not of such a permanent 
character. They are tenninable on short notice. They are current 
business contracts. 

The Chairman. I would be glad if you would explain some oi 
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the environment of the Pacific mail contract. The contract is 
between the Panama Railroad Company and the Pacific Mail Steam- 
ship Company; is that it? They are the parties to the contract? 

Mr. Cromwell. Yes, sir. 

The Chairman. Is the Pacific Mail Steamship Company a part of 
any railroad company or owned by any railroad company? 

Mr. Cromweix. We have no direct knowledges on that subject, 
Mr. Chairman. It is a matter of general information, however, 
that the majority of the stock of the Pacific Mail Steamship Com- 
pany is held by the Union Pacific. It was formerly held by the 
Southern Pacific, but is now controlled by the Union Pacific Rail- 
road Company. 

The Chairman. Who, in this city, represents the Union Pacific 
Kailroad Company? 

Mr. Cromwell. The president of that corporation, Mr. Harriman. 

The Chairman. You say, then, that the Panama Kailroad Com- 
pany has no relationship with any transcontinental railway? 

Mr. Cromwell. None; on the contrary, we actively compete with 
them. In former years such a relation did exist, Mr. Chairman, 
but for a number of years no relation has existed with a transcon- 
tinental railroad. In 1893 we broke with them absolutely and have 
fought them ever since. 

The Chairman. When did that cease? 

Mr. Cromwell. In 1898. 

Mr. Simmons. We then began to operate our own lines on the 
Atlantic and on the Pacific. 

The Chairman. In 1893 the relationship that had existed between 
the Panama Railroad Company and other railroad companies 
ceased? 

Mr. Cromavell. It did, and never has been resumed. 

The Chairman. You did have a contract with the Pacific Mail 
Steamship Company ? 

Mr. Cromweli.. Yes, sir. 

The Chairman. Did that give any exclusive privileges on the 
Pacific side? 

Mr. Cromwell. It did. 

The Chairman. Between what points? 

Mr. Cromwell. Panama and San Francisco. 

The Chairman. Did in include points on the South American 
coast? 

Mr. Cromwell. Not below Panama. 

The Chairman. In a general way how have rates compared between 
New York and Panama and New York and San Francisco ? 

Mr. Cromwell. They have been lower under the new arrangement. 

The Chairman. How much difference Avas there between the rate 
from New York to Panama and from Panama to San Francisco? 

Mr. Cromwell. I can not give you the exact rate. 

The Chairman. You are not prepared to answer that question ? 

Mr. Cromwell. I can answer in a general way. 

The Chairman. How do those rates compare, in a general way ? 

Mr. Cromwell. They are lower than they were. 

The Chahiman. What is the basis of making that rate — vour basic 
point? 

PAN RY — 05 1 
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Mr. Cro3iwell. Our basic point is to make a rate that will take the 
business away from the transcontinental railroads, and we have to 
make a rate somewhat lower — from 20 to 30 per cent. 

.The Chairman. Of the rates from New York to Panama, or New 
York to San Francisco, which is the lower rate? 

Mr. Cromwell. There is really no comparison between the two. 

The Chairman. Have you any exclusive contract between the Pan- 
ama Kailroad Company and any other Pacific side steamship com- 
pany to other points than San Francisco ? 

Mr. Cromwell. The only exclusive contracts we have is with the 
Pacific Mail Steamship Company, and notice of the termination of 
that contract has been given. That contract will thus expire in July 
of this year. 

The Chairman. Given by the Commissioners? 

Mr. Cromwell. No ; the notice was given by this corporation. The 
contract with the Pacific Mail contains a provision as follows : 

Fourth. It is mutually and expressly understood and agreed that if at any 
time during the continuance, of said tratiic agreement a majority of the shares 
of the railroad company or its railroad property shall be purchased or acquired 
by the United States of America, or by any person or persons representing it or 
acting in its behalf, then either party hereto may give notices in writing to the 
other of its intention to terminate said traftic agreement, and at the expiration of 
six months from the giving of such notice the said traffic agreement and the 
previous articles of this agreement shall terminate, come to an end, and be 
utterly null and void henceforth, anything in said traffic agreement or herein 
contained to the contrary notwithstanding. 

The Chairman. Under that clause this notice was given? 

Mr. CRO]\rwELL. Yes, sir. Upon the request of the majority of the 
stockholders of this corapany the board of directors exercised the 
reserve right under that contract, and gave notice of the termination. 
That notice has been given in writing, and the six-month period* is 
now running. 

Mr. TowNSEND. Now, Mr. Cromwell, a long time ago you had some 
arrangement, or the road had some arrangement, witn transconti- 
nental roads. Do you Ijnow when that terminated? 

Mr. Cromwell. In 1893 it had the arrangement, to which I have 
already referred, with the Pacific Mail Steamship Company, which 
itself had contract with the transcontinental lines. 

Mr. TowNSEND. What was the arrangement before that ? 

Mr. Cromwell. It was in substance a guarantee by the P^icific Mail 
to the Panama Railroad Company of a fixed sum per month to coyer 
the use of a fixed space (a rental-space contract), by which the Pacific 
Mail agreed to pay for a certain space in each ship on the tonnage of 
each ship whether they filled it or not. 

Mr. TowNSEND. You had that arrangjement simply with- 

Mr. Cromwell. With the Pacific Mail Steamship Company. 

Mr. TowNSEND. ^^Tiy did you terminate that contract in 1893? 

Mr. Cromwell. It expired by limitation. 

Mr. TowNSEND. You never have renewed it? 

Mr. Cromwell. It expired by limitation in 1893, and we did not 
renew it. • 

Mr. Cromwell. The contract was originally made in 1878, and wa^ 
existing when present board of directors came into office. It ran until 
1893, when it expired by limitation, and this company did not renev^ 
it, but entered into other arrangements. Since that time (1893) thi^ 
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company has had no division of rates or relation with any other rail- 
road company or any other railroad connection. 

Thereupon, at 12.40 o'clock p. m., the committee adjourned to meet 
again at 1.45 p. m. 

AI-TEKNOOX SESSION. 

Committee called to order at 1.45 p. m. 

The same members present as at the morning session. 

Mr. TowNSEND. Now, Mr. Cromwell, j^ou were active in assisting 
in the transfer of the canal company property to the United States, 
were you not ? 

Mr. Cromwell. Yes, sir. 1 consunmiated the transfer as general 
coimsel of the canal company. 

Mr. TowNSEND. At that time was the United States furnished with 
an itemized list of the property that was purchased by it? 

Mr. Cromwell. It was furnished with a schedule of all the per- 
sonal property of the canal companj'^ on the Isthmus of Panama, 
numbering about 15,000 items. 

Mr. TowNSEND. Filed with the War Department, I suppose? 

Mr. Cromwell. That was filed with the Secretary of State. 

Mr. TowNSEND. When was that, do you remember ? 

Mr. Cromavell. That was in the spring of 1902. 

Mr. TowNSEND. When did you commence your negotiations with 
the United States for the sale of the railroad ; about when ? 

Mr. Cromwell. There never was any negotiation for the sale of 
the Panama Railroad bv itself. The transaction which is known as 
the sale from the New f^anama Canal Company to the United States 
comprised the Panama Canal concession, the partly constructed canal, 
the plant, machinery, real estate, and divers personal property of the 
New Panama Canal Company, together with 08,887 shares of the 
capital stock of the Panama Railroad Company. 

Mr. TowNSEND. All of the shares thev held ? 

Mr. Cromwell. All the shares they then held. 

Mr. TowNSEND. That is all the United States holds now excepting 
the 101 ? 

Mr. Cromwell. Not quite that. When the negotiations began the 
Panama Canal Company did not own quite as many shares as they sub- 
sequently gave to the Government. The transaction with the Govern- 
ment was based upon a smaller number of shares — about 350. The 
canal company had acquired a few other shares by purchase, and the 
company and myself considered it liberal to give those to the United 
States in addition to the amount which the canal company originally 
acquired. These additional shares were also delivered to the Unitecl 
States on the final transfer, and are included in the 68,887. 

Mr. TowxsEND. Did you have negotiations with Mr. Walker and 

other members of the Commission for the purchase of this property ? 

Mr. Cromwell. Strictly speaking, the negotiations were under the 

<lirection of the President of the United States himself. 
Mr. TowNSEND. That was carried on, to some extent, through the 
i Commission, was it not ? 

; Mr. Cromwell. The Commission obtained very valuable data, and 
i the offer of the canal company was addressed to them, but action 

thereon, of course, rested with the President. 
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Mr. TowNHEXD. This inventory of stock was made in the spring of 
1902. When was the transfer made, at what time ? 

Mr. Cromwell. Concluded May 7, 1904. 

Mr. ToAVNSEND. What was done between the filing of the inventory 
in the spring of 1902 and the transfer of property in 1904 relative to 
these negotiations ? 

Mr. Cromavell. How much do you want me to state ? 

Mr. TowxsEND. AVhat remained to be done after the inventory was 
filed in 1902 to coniplete the transfer? 

Mr. Cromwell. Everything. The United States had not accepted 
the proposal of the canal company in 1902. 

Mr. ToAVNSEND. A^Hien did thev accept? 

Mr. Cromavell. You will recall that the President himself had not 
been authorized by Congress to deal with the question until the 
Spooner law of June 28, 1902. You will remember, also, that that law 
made the choice of the Panama route and purchase of Panama Canal 
subject to the negotiation and ratification of a treaty with Colombia. 
A treaty was first made with Colombia, but was not ratified by that 
country. Subsequent to the independence of Panama a treaty was 
made with that nation, but not exchanged until February 26, 1904. 
You will remember, also, that the law oi June 28, 1902, further pro- 
vided ' that the choice of the Panama route and the purchase of 
Panama Canal should not be consummated unless the titles were 
first approved by the President, and that took a year or so more of 
examination, etc. 

Mr. TowNSEND. So that the canal company did not feel that it was 
obligated to make these transfers to the United States until it was 
actually consummated? 

Mr. Cromwell. No, sir; that is right, and until it was paid for. 
Just as the United States did not consider that it was obligated to pay 
interest on the 40 millions pending the conclusion, interest on 
J^0,000,000 from January 11, 1902, to April 1, 1904, would have 
ti mounted to over $3,300,000, even at a rate as low as 4 per cent. 

Mr. TowNSEND, There was something left to be done ? 

Mr. Cro3iwell. And the actual fact is that it was not paid for 
until two months after the property was completely delivered on May 
?, 1904, but that delaj was agreed to by us. 

Mr. Townsend. Did vou me any subsequent statement or inventory 
with the Government aiter the one of the spring of 1902 ? 

Mr. CROM^VELL. No, sir. 

Mr. Tow^nsend. Did you make a detailed statement to .them as to 
the condition of the property ? 

Mr. Cromw^ell. No other was asked for or given. 

Mr. Townsend. So that they did not inquire what had been done 
with this property between the spring of 1902 and the spring of 1904 
when the sale was actually made? 

Mr. Cromwell. Yes, sir; so far as the Canal Conipany's property 
und operations were concerned, the United States (jovernment was 
in daily observation of the work that was progressing. This was 
done through the appointment of the special agents of the Govern- 
ment, sent to and located upon the Isthmus for that very purpose, 
and to whom each day accounts of the work were furnished and 
under whose eye all the construction work was progressing. So far 
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as the railroad property and operations >vere concerned, the annual 
reports of the company, printed copies of which we have furnished 
to you, were furnished to the Isthmian Canal Commission. Besides 
this, their Isthmian agents had general knowledge of the railroad 

operations on the Isthmus 

Mr. TowNSENi). The onlv report they had was the report of De- 
cember 31, 1903 ? 
Mr. Cromwell. Xo, sir. They also had those of 1901 and 1902. 
Mr. TowNSEND. They had that prior to the inventory of 1902? 
Mr. Cromwell. Yes, sir. 

Mr. TowxsEND. So that the only thing that you presented that 
thev had after the inventorv of 1902 was this report of December 
31,1903? 
Mr. Cromwell. And theamiual report of 1902. 
Mr. TowNSEXD. December, 1902 ? 
Mr. CROMWEiiL. Yes. 
Mr. TowNSEND. Thev had that ? 

Mr. Cromweix. That, and that of DecenibcT, 1901, also, as well as 
many preceding ones and much general data, which I can not of 
course enumerate, and which they obtained in their own way. 

Mr. TowxsEND. The United States Government kept very close 
track ? 

Mr. Cromwell. Yes, sir. They took cognizance of the whole 
affair through their representatives on the Isthmus and throusrh the 
Commission; kept track of the current conduct of business of the 
railroad company and of the canal construdion in progress. 

Mr. Towxsexd. That proposition of the Canal Companv in 1902, 
if it can be considered a proposition, to sell to the United ntat<5S, in- 
cluded all the assets of the company, did it? 

Mr. Cromwell. All the projx»rty of the Canal Company on the 
Isthmus, together with these shares of the railroad company. 

Mr. Towxsexd. It was not intended to (X)nvey any property that 
>\'as not on the Isthmus ? 

Mr. Cromwell. The best statement is in the r>ffer itself, and 1 
would not venture to varj^ from it. The Canal Company addressed 
to the president of the Isthmian Canal Commission two cable mes- 
sages which embraced the so-called offer. The first cable is dated 
January 9, 1902, and is as follows: "Admiral J. G. Walker, Presi- 
dent Isthmian Canal Commission, Corcoran Building, Washington. 
The New Panama Canal Company declares that it is ready to accent 
for the totality without exception, of its property an<l rights on the 
Isthmus the amount of $40,000,0(X). the above offer to remain in force 
up to March 4, 1903. (Signed) Bo, President of the Board.'' And 
a further cable on January 11, 1902. as follows: "Admiral J. G. 
Walker, President Isthmian Canal Commission, Corcoran Building, 
Washington. Offer of sale of our projjerty applies also to all of our 
maps and archives in Paris. (Signed) Bo, President of the Board." 
Mr. TowxsEND. You considered that any proj>erty that you might 
have in New York or elsewhere, except in Pans or on the Isthmus, 
^as not to be conveyed t 

Mr. Cromwell. That is right: but it included the Panama Rail- 
ed shares which were held m Paris, altlioiiirli not siw^cificallv men- 

1 • • 4 • 

woned in the offer. 
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Mr. T0WN8KND. Did you fitate to the representatives of the United 
States Government that you had property that was not included — not 
located — at those places, at the Isthmus or Paris? 

Mr. Cromwkll. We had our cash asw^ts at Ixith places. Of course 
it goes without saying that such it<*ms were not included. 

Mr. TowNSENi). Your cash assets on the Isthmus were to go to the 
United Stat<5S? 

Mr. Cromwfxl. No, sir; the ('anal Coiripany of course did not sell 
cash assets. 

Mr. TowNSKNO. You did not include cash as ass4»ts? 

Mr. Cromwkll. No, sir. 

Mr. TowNSKNO. But you include the bonds that you bought up and 
turned into the Treasury as assets? 

Mr. Cromwkll. Permit me to say, Mr. Towns<»nd, that the subject 
to which you now refer is the matter of the Panama Railroad and nol 
that of tiie Canal (^iomnany. Of course the Canal Company haci 
nothing to do with bonus of the railroad wjmpany, for that was n 
matter under the jurisdiction of the railroad a)mpany alone. 

Mr. T0WN8KND. You sold the shares of the Panama*^ Railroad? 

Mr. Cromwell. Simply the shares; yes, sir. We did not, of course, 
sell the Panama Railroad, for that property was owned by the Pan- 
ama Railroad Company itsc^lf. But we sold 68,880 shares out of a 
total issue of 70,000 shares. 

Mr. TowNSENU. When you got ready to decfare your dividend in 
1903, did you (consult the United States about it? 

Mr. Cromwell. In the year 1903? No, sir. 

Mr. T0WN8END. You did not say anything? 

Mr. Cromwell. Oh, no; there was no duty or cKtcasion to do ho. 
The United States had not yet actjuired the property nor paid any- 
thing on it; nor did it pay current interest on tne ^^,000,000. 

Mr. TowNSENO. Now, do you know what the custom has been in 
making out the reports of assets of the road as to depreciating the 
value of the road, and property of the road, rolling stock, or anyUiing 
else ? Have you made depreciations for that ? 

Mr. Cromwell. Do you mean allowances in the annual report? 

Mr. TowNHEND. Yes; did you have a depreciation fund? 

Mr. Drake. We keep the property up as we go along. We spend 
part of our earnings each year in maintaining the propertv. Most 
of the ef|uipment is twenty-five or thirty years old, but it "has beer 
kept in a serviceable condition all that time out of current earnings. 

Mr. TowNSEND. Whenever you have repaired anything have you 
put it in as extra capital ? 

Mr. (Jromwkll. No, sir. The company has maintained its plant 
comprising the road^)ed, rolling stock, equipment, and the like, out 
of tne current earnings of the company, charging this to operating 
expenses and not charging it to the capital accoimt. Permanent 
improvements, such as the La Boca pier, which cost $2,250,000, was 
of cx)urs(*, credited to the capital account, not as current repairs. 

Mr. TowxsEND. You did not incJude that cost in the permanent 
improvements? 

Mr. ('uomwell. Ortainly ; all of the La Boca improvement. Alsc 
for the ere^'tion of a light plant at Colon, an ic^-making plant at 
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Colon, the new tracks for tlio Colon yard, improvements to Pier No. 2 
at Colon, new coal lij^fhters, and items of that permanent character 
increasing the capital inv<»stment. 

But the current maintenance of the rolling stock is charged as an 
opecating expense and not charged to the capital account. The per- 
manent items I have referred to are additions to the property itself — 
new construction — not n^erely current repairs. 

Mr. TowNSENii. I notice an item in your statement showing dis- 
)osition of your surplus earnings, the report of Noveml)er 30, 1904, 
n which you say that 01)?> 7 per cent sterling mortgage bonds in 
voluntary sinking fund canceled, $()93,000 which constitutes one of 
the items which goes to make up tlie $4,18f),314. Now, do those bonds 
draw intere^st ; do you allow for inten^st on those bonds when y(m hold 
them in the treasurv ? 

Mr. Cromwkll. These lK)n(ls were not continued in the treasurv: 
they were canceled on th<» maturity of the sterling mortgage bond 
issiie in 1897. 

Mr. TownSeni). Well, you carried them as a i)art of your assets? 

Mr. Cromwell. Yes, w(» carried them as a j)art of the assets until 
the time we canceled them. 

Mr. TowNSENi). AVell, while you were carrying them as a part of 
your assets did you allow them to draw interest? 

Mr. Cromwell. Yes, sir; because these bonds which came into the 
treasury represented earnings which were used to buy the bonds Avith, 
just as we might buy (iovernment bonds. We had taken our cash in 
the years preceding, and had purchased these bonds instead of buying 
Government bonds, and they renuiined in our treasury as current 
assets in place of the cash which had been used to purchase them. 
The cash had been derived from the earnings. The company took 
its earnings and bought its own bonds as the best method of investing 
its surplus earnings. Thes(». bonds, therefore, were an investment held 
as treasury assets in place of the earnings which had been applied to 
purchase them. Therefore the interest paid upon these bonds was 
properly credited, just as you would credit interest if they weue 
Government bonds j)urchased with the earnings of the company. 
They matured in 1897 and we then canceled them, thus reducing the 
capital indebtedness of the corporation. This is one way we used 
the accumulated earnings. 

Mr. TowNSEND. Now, supposing that on November 30, 11)04, you 
^vere to declare a dividend, could you on that showing make a divi- 
dend in excess of the cash that you had oiif hand ? 

Mr. CROMWETJi. Oh, yes; we could have done so, but did not do so. 

Mr. TowNSEND. How would you do that, Mr. Cromwell ? 

Mr. Cromwell. The question of dividends, as you know, (lo(»s not 
relate merely to cash that you happcm to have in the vault. The divi- 
dend is payable out of the fimd representing net earnings, net earn- 
ings only. Of course you can not pay a dividend out of the ])roceeds 
of bonds or from the sale of property, or fnmi anything that impairs 
the " corpus " of the propertv. The dividend fund is derived from 
the accumulated earnings. >iOw, we had on November 1, 1890 (not to 
go back too far, but to have a convenient date), in the i)rofit and loss 
account representing accumulated earninij^s, $587,405.79. 

Mr. Townsenu. December :n, 189(>? 
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Mr. Cromwell. Yes, sir. On December 31, 1897, the next 3'ear, we 
had $2,713,940.70. Taking up the report for the following year, 
December 31, 1898, you will find we began with an accumulated profit 
of $2,713,920.70. In that year we did not declare any divideno, but 
accumulated our earnings, and at the end of the vear 1898 we had a 
balance -of $2,971,448.51. The next year, December 31, 1899, we 
started with this balance that T have just mentioned as of December 
31, 1898, to wit, $2,971,448.51. That year we did not pay a dividend, 
but again accumulated our earnings, and at the end ot the vear had a 
surplus of $3,390,398.94. The succeeding vear, December 31, 1900, 
we started with that balance of December \31, 1890 ($3,390,398.94). 
In that year we did not pay a dividend, but again accumulated our 
earning, and at the end of the year had a surplus of $3,867,831.69. 
You will observe, gentlemen, how this fund was constantly growing. 
The next year, December 31, 1901, we started with that balance of 
$3,867,831.69. In that year we again followed the same practice of 
accumulating our earnings and did not pay a dividend, and the sur- 
plus thus grew at the end of that year (1902) to be $4,110,345. In 
the year ending December 31, 1902, we started with the balance of 
$4,110,345, and in that year we paid two dividends, all fixed charges 
and operating expenses of everv character, reduced our mortgage 
debt $140,000, and still had a surplus of $4,201,587.09. 

Mr. Townsb:nd. How much was your dividend of that year? 

Mr. CiiOMWELL. We paid two dividends, amounting to 4 per cent 
The next year. December 31, 1903, we started with said surplus as 
of December 31, 1902, namely, $4,201,587.09. That year we paid 
three dividends, aggregating 8 per cent; paid all fixed charges and 
operating expenses of every character; reduced bonded indebtedness 
$140,000, and still had a "^surplus of $4,191,929.91. We now come 
down to the year 1904, and I present you a statement prepared by the 
officers in advance of the publication of the annual report, which wiU 
only come out next April, and which shows that for the eleven months 
of the veRT 1904, our net earnings are $561,315.95, over and above all 
fixed charges, operating expenses, and reduction of bonded debt 
$140,000. Allusion has been made in some publications to the non- 
payment of dividends by the company during the years 1893 to 1900, 
and it has been asserted that the indications were that the company 
was in an unprofitable state. That is a fallacy which those who do 
not know the condition of the company might readily fall into, but 
which it needs only the ijtghtest inspection of the condition of tliis 
company to show is an erfor. On the contrary, in 1896, the net earn- 
ings were, after bond redemptions, etc., $545,684.53. 

In 1897 thev were $409,873.37. In 1898, $266,746.73; in 1899 they 
were $295,231.77 ; in 1900, $446,764.68, and yet we did not pay divi- 
dends during this time as you se^e; in 1901, $259,590.12; in 1902, 
$295,384.40; in 1903, $401,068.30; in 1904, for the eleven months, 
' $561,315.95. Those are net earnings. The treasurer has prepared 
and I hand you a statement showing this more in detail : 
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Exhibit (5c. 

tement showing net earnings, 1896-190/f, over and above redemption of bonds, 
. payment of all operating expenses, and fixed charges. 

6 $545, 084. 53 

7 409,873.37 

8 266, 746. 73 

9 295, 231. 77 

446, 764. 68 

1 259, 590. 12 

2 295,384.40 

« 401, 068. 30 

4 (11 months)o 561,315.95 

3,481,659.85 
•st-mortgage bonds redeemed 981,000.00 

November 1, 1904 4,462,059.85 

ril 1, 1904 3,096,601.49 

•st-mortgage bonds redeemed 981,000.00 

April 1 4,077. (X)l. 40 

The profit and loss account, which on December 81, 189(), was 
37,465.79, had to its credit on December 31, 1903, $4,191,029.91, 
d on Xovember 30, 1904, $4,578,245.80. This is after the payment 
all operating expenses, all payments to the Eepublic of Colombia 
' the concession installment or $250,000 per annum, all dividends 
it were declared durins^ that period; and further, after reducing 
i capital indebtedne-vSS of the company to the extent of $981,000 first- 
>rtgage bonds. By" the provisions of the 4i per cent mortgage 
nd there is the requirement on the part of the company not only to 
y interest, which of course we do, but also each year to apply 
)0,000 as a sinking fund. The company has thus paid, since this 
►rtgage was issued in 1897, $081,000 in cash in reduction of that 
,000,000 mortgage. And in addition to that has to-day in its treas- 
V $647,000 other of those same bonds. 

Mr. TowxsEXD. What do vou mean bv the annual sinking-fund 
iwing? • 

Mr. Cromwell. By the provisions of the mortgage of 1897, under 
lich the 4^ per cent bonds were created, there is a requirement that 
i Panama Railroad Company shall deposit with the trustees of that 
)rtgage in August of each year $150,000 cash to be applied by the 
istees of that mortgage, after public advertisements, in the redemp- 
n of as many bonds as that sum will realize. That practice has 
in invariably pursued by the company, the money has always been 
id, and the trustees of that mortgage have publicly advertised for 
Is at the lowest price. Those offerings have come in almost invaria- 
7 at about 104 to 105 per cent, and the money has been applied in 
i retirement and redemption of those bonds and accrued interest ; 
d the bonds thus paid, redeemed, and canceled. 
The Chairman. The.se annual payments that you have been mak- 
j to the Government of Colombia were consolidated into one lump 
n for a number of years. You issued the subsidy bonds for that ? 

oApril 1, $176,257.59. 
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Mr. Cromwell. Yes, sir; in 1880. 

The Chaikman, AVTien you liquqidate one of those subsidy bonda. 

fnirchase one of those bonds, yoii credited that to the nnniiiil acmirjw 
ation? 

Mr. Cromwell. No, sir; I am wry fiJad yiiu iiskod thiit que-stioi 
because it is a very pertinent one. 

The Chairman. \\'hen you paid unu of those bonds, or jmrchase 
one of those bonds, it (hd not go into the fund pnlled the accumuJat* 
earnings ? 

Mr, Cromwell. AVhi'n "c jiiiid them otf at maturitv it went into tJ 
ordinary operating i\[k i.-- , xjcily as if we had paid a clerk or ax 
other operating \-\\ -. , i i- it was a payment of rejital, Wh' 

we purchased tln' i i iIhk as a treasury investment it we 

into the profit ami ]u.-., .ilmuiui. 

The Chairman. Not ut any time a credit ? 

Ml'. Cromwell. No, sir; not bonds paid ott. That is a rental f 
count. I would like to have you understand whv we did not chat 
to capital account the snb-^idy l>iinds |)iiid oil'. The -iibsidy bcimlri, 
which you are now iTt'i'i-rinji. imt.' i-mi'd in ISSO -ii]<>ly al the requy.^ 
of the OovernuLi'Ml <ir CnlnmUiii in ;ii;iorli/,r in iiiUani'i' l'<ir a peri^ 

of thirty years llif i mil Milisidy payiiieiit of $:i-ir.,000 required to he 

paid direvtly lo Cuhimliia. The juinual payment due from this com- 
pany of tin' (idViTmiicrLt of Colombia under the concession is in tie 
nature of ii renliil <'lHir^c, 

Till- CiiAHt.MAN. To lie |mid out of current earnings? 
Ml'. CitdMWKLi,. Yc«. ■~\i-: they were issued for the convenience, anc 
fur the comeiiieiii-e mily, of thi' Kepublic of Colombia; not for mon^ 
ivi'civi'd or borrowed hv this corporation, The corporation in 1881 
issued and delivered to 'the Kepiiblii- of Colombia $3,000,000 of thes 
sH-called subsidy bonds, nr null's ( nol secured by mortgage), will 
the provision that these bonds slii.iild only be redeemable at the rat 
of aliout Sf;-2-3."'.0O0 per imninu. In h<: driiwn by lot to that amount 

the ami I itiii^^ I'edi'i'med iiiiniiiilh' being no more than the pn 

'i the nini|)iniv wiis buiind to pav to the GoveriuneL, 
>iirsiiinire nf Ihe |.n.vlsi.ms of ' the concession. So 
n-asi' iif liie renliil -^iilisidv of ibis i',oiLL|)anv one way 

len'lv i'e|H>'s,.[iU.I Mm- an' il |>:ivnieiils lo full due 

Labli'd ColoHihiii. lljiniiL'li 111.' -iidi' .>( lh.'sebon(ls.to 
adv^iiice. ll is iiol. lli'i'Lid'oiv, an obligation of this 
ense thai ll is I'm' nioiiey borrowed. It was a con- 
.\.lnmbia for (!ie pavn.cMit of (he subsidy as it feU 
Inc. Ti'om vi-ar lo year, iil llie late of '^-JLTLOnd |)er aiiiiiim." The sub- 
sidy Ixmds n'lMvsi'Ml |)iTi-isely thai iiinouiil nf aiimial rental charge 
ivh'i.'li this rni,i|>an\ was imdfi- nblii.'alinii Ui pav to the novemment 

if Cnl.imliin i uiilly. iii. In liHW— no mnn-. no less. The annua! 

Iniwin.ys iuid payiui'iils ha\c ncfini-cd frnin l^SO down to this time, 
iiid alwit'.s has 1h'i>1) jK-rfoniicd wilh iirccision and satisfactiMi. 
The tntiil'ni'ijriLial issii,> nf ftl.OOO.OOd bas now. bv the annual pay- 
liinils I !i;iM' d.'-.'ril»'d. liei>n n-diiml lo $ri.-i.OOO. This balance of 
Hinds nu\ ntl ill tin- rah' of al.niil ^LJ-i."i.l)(IO |K'1' ainiiim u\> to 1903. 

TheCiiAiiiMAN. How iiiaiiv of IIk'si' !.nii'U. if aiiv. have been taken 
in and aro iiom in ihe hvasiii'v of lli^' rum|)Hiiv iiix-ai'-eled ? 

Mr. CiioMwiiia.. We iinve deemed it prudent to inwst some of our 
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The Chairman. How many ? 

Mr. Cromwell. We have thus purchased and own $126,000. 

The Chairman. They are held in the treasury of the company ? 

Mr. Cromwell. Yes, sir ; as a free asset. 

The Chairman. Are they carried in the current assets? 

Mr. CROMWEI4L. They are the free assets purchased with accu- 
mulated earninfrs and are a part of the $4,000,000 surplus fund. 

The Chairman. In that connection that was a charge against the 
current expenses of the company ? 

Mr. Cromwell. No, sir; not unless drawn for redemption, for it 
is not due and payable until so drawn. In the meantime it is not due. 
Permit me to make further explanation. Your question is very proper, 
because it brings out the truth. If these $126,000 subsidy bonds rep- 
resented a present indebtedness of the company for money had and 
received then we could not carry them in the accu. nulated surplus 
fund. But these subsidy bonds do not represent a prasent indebted- 
ness. They are only evidence of an indebtedness to arise in the future 
and only due by this company when they are drawn at the rate of 
$225,000 per annum as the equivalent of that amount of subsidy or 
i-ental falling due annually. They are not drawn until the year ends, 
and when the year lapses they are drawn and paid off to the ext-ent of 
S225,000, just exactly the same as that amount of cash would other- 
wise, at that identical time, have been payable to Colombia under the 
concessions. We had, for illustration, $312,000 of those bonds which 
we had purchased with the surplus earnings. But while we held 
them in the treasury $186,000 were drawn and paid off. Therefore, 
we paid them, canceled them, and took them out of this $312,000 
investment, because the time had arrived when we were bound to pay 
the $186,000 through the annual drawings. This reduced our invest- 
ment to the $126,000 referred to. In respect of these $126,000 we have 
no present obligation to pay them, because the rental charge which 
they were issued to represent is not 3^et matured — not yet due. 

Mr. TowNSEND. Then you take care of that in your surplus fund? 

Mr. Cromavell. Take care of that out of accumulated earnings. 
The subsidy bonds never have represented and do not represent a 
present indebtedness or moneys received. Of course they are an obli- 
gation of the companjT^ ; but they are a liability which the company is 
only bound to pay in the manner provided in the bond and for the 
purpose of paying the subsidy rental as it falls due and not otherwise. 
The subsidy bonds represented a rental charge payable annually and 
not otherwise. So that these subsidy bonds, again I say, represent 
only a rental charge upon this property, which subsidy charge has 
rested there since 1867. But I again repeat that the subsidy bonds do 
not represent any money that has ever been received by the company 
in respect of them. They represent precisely what I have said, the 
^ntal obligation under the concession to Colombia, and it is so grad- 
uated in amount of annual payment that the annual drawings of 
te,0OO represents precisely that amount of money which, at the end 
of each succeeding year, we otherwise would be bound to pay to Co- 
lombia by check. For their accommodation we pay the rental by 

drawing this bond, instead of by check. But in dollars and cents it 

does not become an obligation upon this company until the annual 

rental charge falls due and is then discharged in the form of paying 
t off the bonds instead of by check. 

I 
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Now let US look at the subject of this surplus fund from another 
standpoint. On December 31, 1901, the accumulated net earnings of 
the company were $4,110,345. I ask you, gentlemen, to kindly follow 
me with the annual report for 1902. The first year succeeding that 
balance — and I shall try to make this subject as clear as a simple rule 
of arithmetic — on December 31, 1901, balance of surplus account 
was $4,110,335. During the next year, 1902, what did we make? In 
that year we earned $435,384. Out of which we reduced our capital 
indebtedness by buying, redeeming, and canceling $140,000 of our 4J 
per cent bonds. 

In that year it paid a 4 ner cent dividend of $280,000. You will 
observe therefore that the dividend of $280,000 was less than the net 
profit of $295,000, after reducing the mortgage debt $140,000. Thus it 
l)rings us at the end of that year to a balance of profit and loss account 
of $4,201,587.09, which, after paying the dividend and further reduc- 
ing the mortgage debt $140,000, still left us at the end of the year 1902 
a larger balance in the fund than we had at the end of the year 1901. 
We now come to December 31, 1903. That year we started, as I have 
just shown, w ith a balance $4,201,587.09, which I again observe was 
more than we had the year beiore after payment of dividends during 
that year, and after reducing our mortgage debt $140,000. We paid 
three dividends, aggregating 8 per cent in that year, but after pav- 
ing those dividends and reducing our bonded indebtedness during the 
year $140,000 more, we still had at the end of the year a surplus of 
$4,191,921.91, being larger than we had December 31, 1901, when it 
Avas $4,110,345. 

Now, coming dov^n to April 1, 1904, the officers report that the net 
earnings from December 31, 1903, to April 1, 1904, were $176,257.59 
over and above all fixed charges and operating expenses. 

The Chairman. AWre the (commissioners members of the board of 
directors at that time? 

Mr. CuoMWELL. No, sir; beciause the United States had not received 
the stock at that time. 

Adding, therefore, to the surplus of December 31, 1903 (which was 
*4,1 91, 929.91), the earnings up to A])ril 1, 1904-, $170,257.59, you have 
a total of $4,308,187.50. 

And aft(»r the i)ayment of the dividend of 2i per cent declared 
(Mit of accunmlated earnings up to April 1, 1904, and paid on May 3, 
1904, $175,000, WH» still have a surplus fund larger than that of 
December 31, 1901, to wit, $1,193,187.50, as against $4,110,345 Decem- 
ber 31, 1890. The dividends paid in 1902, 1903, and the spring of 
1904, amounted altogether to 14^ per cent, namely, $1,015,000; so 
that b(»tween December 31, 1901, and May, 1904, the total amount 
paid in dividends was hut $1,015,000. Now, putting aside entirely 
the question of the accumulated earnings fund of over $4,000,000, 
everv item of which is on the books before you to be examined at 
your pleasure. 

It should be borne in mind that this balance of surplus fund is after 
(and not before) payment of dividends during the same period. The 
dividends from 189(>-1904 amounted to $1,155,000, so that the surplus 
fund was over $5,000,000 — the net, after dividends, being over 
$4,000,000. 
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Between 1896 and April 1, 1904, the net enrnin(?K (as i»er Ex- 
hibit 6c) amounted to $4, 077, r»01. 49 

Of wiiich there was applied for first niortffng:e bonds 
redeemed $081,000 

And dividends 1,155,000 

2,136,000.00 

Net earnings 1,941,601.49 

Thus the earnings for these eight and a quarter years ^Yere suffi- 
cient to pay the dividends thrice over, independent of prior accumu- 
lations. 

Putting aside entirely the fact that there was this $4,000,000 sur- 
plus fund, and addressing our minds solely to the question of what 
were the earning of this company during the same period, December 
31, 1901, to April, 1904, we also find something of interest. 

For 1902 our net earnings over and above operating expenses, includ- 
ing the $250,000 to Colombia, were $435,345. In the next year, 1903. 
they were on the same basis $541,068; and for the first quarter oi 
19(M: (April 1) the net earnings of this company were, on the same 
basis, $176,257, which you will see makes $1,152,670, which is in 
excess of the dividends paid within the same period ($1,015,000) and 
miite independent of the fact that we had nearly $4,000,000 more in 
me surplus fund. These net earnings of $1,152,670 went, of course,. 
into the treasury of the company, subject to the uses of the corpora- 
tion, as any other net earnings would be subject. 

The Chairman. Now, going back to that $4,000,000 of bonds ;^ 
when was that first issued ? 

Mr. Cromwell. You mean the mortgage? 

The Chairman. Yes. 

Mr. Cromwell. In 1897. 

The Chairman. They were mortgage bonds? 

Mr. Cromwell. Yes, sir. 

The Chairman. How long were they to run ? 

Mr. Cromwell. Twenty years. 

The Chairman. Whose indebtedness was that? 

Mr. CROMWELii. This corporation ; the Panama Railroad Company .^ 

The Chairman. Who was bound for their payment? 

Mr. Cromwell. The Panama Railroad Company. 

The Chairman. How could a railroad pay its bonded debt, except 
by marketing its capital or by appropriating its gross earnings? 

Mr. Cromwell. It could not, except one way or the other. That 
statement is correct, but a dividena fund is entirely independent 
of the question of indebtedness or obligations of the company. 

The Chairman. It is a kind of a process of watering stock. 

Mr. Crom:well. Of course the relation to the corporation of a 
stockholder is entirely different from the relation of a creditor to 
the company. There is a fundamental difference between the legal 
status OT the two interests. 

The Chairman. That is the point I was unable to see. You and 
I differ as to the relationship a stockholder bears to the corporation. 

Mr. Cromwell. The universal rule, I think, is that the stockholder 
is entitled to have the net earnings of the company treated as a divi- 
Jend fund, subject of course to the discretionary use thereof by the- 
)oard of directors for the current needs of the corporation. 
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Mr. Escii. There is one feature of this investigation that is per- 
tinent just now^ Mr. Cromwell, and that is the securing of control 
of the outstanding stock of the railroad company. 

Mr. Cromwell. That is, indeed, a very important question. 

Mr. EscH. We would like to get what information we can as to the 
best method in which that shall be obtained. You probably remem- 
ber that Secretary Taft has made tw^o recommendations, either 
acquisition of the stock, or, secondly, the lease of the railroad by 
the Panama Canal Commission. Have you any suggestions to mate 
as to either remedy ? You, perhaps, know^ that a oill has already 
been recommended from the committee, and a discussion has already 
been commenced in the House on a bill to condemn the outstanding 
stock. 

Mr. Cromwell. T do, sir. 

Mn EscH. We want to know, if you feel free to express your apin- 
ion, as to what would be the be^t method for the Government to get 
absolute control ; or whether it could be done in another way? 

Mr. Cro:\iwell. I am in entire sympathy with the Government 
upon this subject, and am aiding it. I consider it to the interest of 
the United States to acquire ownership of all the capital stock of this 
company, and I- also consider it to the interest of the small minority to 
dispose of their holdings at par and be relieved of the uncertainties 
of their investment. In my judgment the Panama Kailroad Company 
should be maintained as a sej^arate corporation, whether or not its 
management be reduced in force. It has a valuable charter, a special 
charter granted by the State of New York in 1849; one of the verj' 
few charters in the United States which permits a domestic corpora- 
tion to own and operate a railroad in a foreign country. This charter 
gives that power. It also gives power to operate a steamship line 
in connection with the railroad line. The Panama Railroad Com- 
pany also owns a most valuable concession granted by Colombia, 
officially recognized by the Republic of Panama, and having about 
sixty years yet to run. This concession covers privileges ana grants 
of enormous benefit to the corporation, and consequently to its stock- 
holders — not only from a material point of view, but for national 
strategic reasons. I esteem it of high consequence to the United 
States that the legal entity of the Panama Railroad Companj^ be main- 
tained, and that the concession be ]3reserved in its original integrity. 
In my opinion the concession to the Panama Railroad Company con- 
fers grants, rights, and privileges other than the grants, rights, and 
jjrivileges covered by the treaty between Panama and the United 
States. I need hardly remind you that the treaty between the United 
States and Panama relates princii)ally to the construction of a canal 
find incidentally to all auxiliary w^orks, including this railroad. The 
primary purpose was the construction of a cjiiuil- The concessions made 
directly to, and owned by, the Panama Railroad, however, were unaf- 
fected by that treaty, so far as this corporation is concerned, as this 
corporation is not a ])arty to that treaty. Therefore, this company 
holds still, in original virtue and force, all the rights, grants, and 
l)rivileges of the concession granted to the Panama Railroad Com- 
pany, and which concession is still existing. The company has main- 
tained the concession with scrupulous care, and has fulfilled its obli- 
gation under it. 
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I am not referring to tho precise* method or form in which the 
operations of this company should be continued. I think, if the 
Government owned all the slock the management could be made 
with a reduced board of directors, and other simplifications; but T 
am emphasizing the view that tlie corporate entity and existence of 
the Panama Railroad Company should l>e preserved. As to how 
operations should l)e conducted under (jovernment ownersliip I am 
not venturing to make a renuirk. The board of directors will decide 
that in the future. I am addressinij myself solely to the questicm of 
preserving its corporate entity ami existence, and not annihilating 
that, even under (xovernment ownership of all the stock. I esteem it, 
then, of the highest interest to the United States to acquire all of the 
outstanding capital stock as the first choice of methods. The amcMint 
of stock owned bv the United States to-dav is 08,988 shares, which 
leaves in the hands of the public only 1,012 shares. We delivered to 
the United States, for the New T^anama Canal Company, upon the 
closing of the Panama Canal transfer, 68,887 shares. Sinc^ that 
time the United States Government, through the Isthmian Canal 
Commission, has purchased 101 shares. Those 101 shares were pur- 
chased with the money of the United States, and the stock stands in 
the name of the officers of the United States. There need be no con- 
fusion on that point. Now , as to the 1,012 shares — these are owned 
by over 50 parties living in the United States, in France, and in Eng- 
land, and the holdings are in general in small amounts. An accu- 
rate list, from the company' 's records, of the holders of these 1,012 
shares has been presented to you by the executive officers of this com- 
pany. This list is a correct transcrript from the books of the com- 
pany, and I believe that the stock is owned by the persons who are 
there mentioned, with hardlv any exception. In answer to your ques- 
tion I should stiate that I liav(^ bec^n charged by the President and 
Secretary of War with the task of endeavoring to secure this out- 
standing stock, and have addressed to the stockholders a commimica- 
tion, which you probably have seen in the daily i)apers, and of which 
I hand you a cojjy . 

Exhibit B. 

49 AND 51 Wall Street. 

Neir Yorky January 11, lOO't. 

To stockhoUlcrM of ihe Panama Railroad Company: 

In connection with the coiisuniination of the transfer i)y the New Panama 
Canal Company to the United States, which included ahout 98i per cent of the 
capltjil stock of the Panama Railroad Company, the President of the United 
States and the Secretary of War have authorized me to afford tlie outstanding 
minority interest an opi)ortunity to realize upon their holdings. 

The Isthmian Canal Conunihusion, in their official reiwrts to the President, 
valued the capital stock at $7,000,000, its par value (which comprehended 
allowance for all Iwnded indebte(hiess and other obligations having priority in 
liquidation). 

Accordingly, you are hereby offered until tho 2;{d day of February, 1005, the* 
privilege of seTling and transferring to the United States of America your hold- 
ings of the capital stock of the I'anama Railroad Company at the par value 
thereof, payable in United States gold coin, upon fomplianct* with the following 
conditions : 

(a) Any dividend, up to ."i per centum, in tin? meantime declared by the com- 
pany, shall !>elong to the i>eHing stockholder. 

(h) The shares to he duly assigned, with seal adixed. by the registered stock- 
holder to " William H. Taft, Secretary of War of the United States " (either by 
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fxeciition of tlu* form of assij^nnuMit (Mi^ravc^d upon the back of the c*ertificate8 
therefor or by siiuibu* neimrate stock -transfer forms). 

The nssijcnnient by the stockhobler to be witnessed by two responsible persons, 
with their a(ldress(»s and oc<-iipations added (not necressarily a notary' or other 
official). 

(a) In the cases of estates, trusts. KiiMrdianshii»s, bankruptcies, or other 
fiduciary reflations, satisfactory do<*uinentary and official evidence to be fur- 
nished of the title of tlie si^natf)ry parties and of their power to transfer. 

(d) TJie certificates for sliares so assigned to l)e delivered to The Bankers' 
Trust Conijiany, No. 7 W.ill street. New York City, United States of America. 

ie) Payment will Ik* made by said tnist company, as my agent, upon such 
iissignment, execution, and delivery. 

I advise all minority stockholders to avail of this opportunity, which will 
exi)ire at the time mentiontHl, after which date certain legal proceedings are 
<-ontemplated to l)e taken. 

Wm. Nelson Cromweix, 

General Counsel 

Under tliis offering stock is being present^nl to me. Already I have 
acquired for the Government a substantial amount, which at my direc- 
tion has been assigned to the Secretary of War and is owned by the 
United States, although not yet presented to the Panama Railroad 
Company for transfer. I shall pursue this effort until another stage in 
the work is reached. If the stock can be acquired under my offer, it 
will solve the problem and answer the question you, Mr, Esch, have 
asked me. But let us assume that all the stock can not thus be 
acquired. 

Mr. Esch. That is the point. 

Mr. Cromwell. We shall then be brought to consider some other 
solution of the problem. In my judgment that is found in the meas- 
ure recommended by your committee, namely, the act authorizing the 
condemnation of the stock for the public use. It can not be done in 
this case by a State law ; it must be by an act of Congress authorizinjg 
the condemnation of the stock for public use. I recognize that this is 
an unusual proceeding and one which at first rather startles the mind, 
but I consider that there is ample le^al warrant for it. It is based 
upon the existence of a public necessity for the United States to ac- 
quire the shares — the national interests involved in the execution of a 
national public work. The analogy will be found in the condemna- 
tion of land for any other public use, such as a post-office, custom- 
house, or any other public work. Assuming the public need (and that 
is demonstrable, for the absolute control of the railroad is a necessity 
in canal construction) I see nothing in principle against the con- 
demnation of personal property, to wit, shares, as well as of real prop- 
erty -for such public use. 

Mr. Esch. Of course that is a very great power. You are aware 
of the decision of the supreme court of the State of Massachusetts? 

Mr. Cromwell. I am, and of a decision in Connecticut. The prin- 
ciple has found application in other corporate topics even when no 
public interest was involved. For instance, in the State acts pennit- 
ting consolidation of railroads it is quite common to find provision 
that consolidation may be effected and the title to the property trans- 
ferred in absolute ow^nership with the approval of the owners of a 
proportion less than the whole of the capital stock, say two-thirds in 
amount, and with the provision that the minority stock be appraised 
by judicial methods, its value thus determined, and paid for by the 
consolidated interest. That is equivalent to condemnation. 
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Mr. EscH. That is provided for in the bill as proposed by this com- 
inittee you are aware? 

Mr. Cromwell. Yes, sir. So, too, in some States you have doubt- 
less found there are statutes pei'mitting the leasing of the property 
of one corporation to another, and giving the power to lease witn the 
consent of the owners of an amount in intei'est less than tiie whole. 
The minority stock is appraised, valued, and paid for, and is thereby 
required to be surrendered and canceled. 

Mr. EscH. Do you think that would be a wiser method than to put 
the stock in escrow ? 

Mr. Cromwell, What do vou mean bv^escrow, sir? 

Mr. EscH. Of course some of those outstanding stockholders may 
not consent, but they might put- their stock in the hands of some 
trustee, for instance, and then accept the ordinary dividends and so 
on, and give the Government full control in that way. 

Mr.. Cromwell. That, of course, presupposes the assent of that 
stockholder. You mean that stockholders who would not be willing' 
to sell the right might be willing to maintain community of interest 
in the company,- and accept, as you have suggested, a iixed annual 
return upon the stock. 

Mr. EscH. That is tlie idea. 

Mr. Cromwell. I do not think that would be advisable. 

The Chairman. Is it your opinion that most of this stock can be. 
reached by negotiation? 

Mr. Cromwell. I think that most of it can be. Statutory power 
to appropriate for public use the outstanding stock is, however, advis- 
able, because there will undoubtedly be some shares lost or held by 
parties indifferent because of very small holdings or otherwise. 

Mr. EscH. We get service by publication ; that is provided for in 
the bill. 

Mr. Cromwell. Another method which might be considered is pro- 
ceedings to dissolve the Panama Hailroad Company under the 
statutes of the State of New York. This is a corporation of that 
State, and of course on the subject of dissolution would be governed 
by the laws of that State. In brief, the laws of the State of New 
York provide that the corporation may be dissolved by the court 
npon tne petition of the board of directors. The consent of stock- 
holders is not required. In place of such consent there is substituted 
the judgment of the court. In the State of New York it is the 
supreme court that is given jurisdiction of this proceeding. When- 
ever the board of directors consider that it is to the best interests of 
all the stockholders to terminate the existence of the company and to 
wind up its affairs, they may present to the supreme court of the 
State of New York a petition setting forth the grounds for the dis- 
solution and exhibiting the assets and liabilities of the corporation, 
making a complete expose of its condition. Notice of th^t applica- 
tion must be given to all the creditors and all the stockholders of 
the company by publication, etc. A date is fixed by the court for 
the hearing upon that application. The board of directors pre- 
f^nt the affirmative. Any stx)ckholder or creditor, if he desires^ will 
be heard in the negative, and upon full hearing the court gives judg- 
ment. If it decrees dissolution (grants the petition of the directors) 
then it may appoint or dispense with the appointment of a receiver 
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(in its discretion) to sell out, liquidate, and wind up the affairs of 
the company. That course being followed, either through the medium 
of a receiver or board of directors acting as trustees for the pur- 
pose, the final result is a sale and disposition of all the concessions 
and other property of the company, a marshaling of all the liabilities 
and assets, and the complete liquidation of the affairs of the corpora- 
tion. Now we must assume that this course would not be adopted 
unless the United States intended to become a j^urchaser of the prop- 
erty at a sale under such proceeding. In this case the mortgage 
bonds could be retired at a small premium of 5 per cent, as there is 
provision in the mortgage to this effect. 

Mr. TowxsEXi). It would have to be a public sale? 

Mr. CR0]^I^^^':LL. A public sale. . 

Mr. Escii. In that connection you made a very favorable showing 
for the company in the last three or four years. That would have aft 
effect upon the stock valuation. HaAe you had any difficulty in get- 
ting or purchasing some of this outstanding stock b}^ reason of the 
high valiiation of it ? 

Mr. Cromwell. I consider it to the interest of such a small min- 
ority to realize par upon their holdings, in view of the uncertainty 
of a fixed income return, the absence of any marJfct, tlieir unavail- 
ability as an asset in business transactions, the inevitable effects upon 
the railroad of the opening of the canal to commerce. To meet the 
enormous business of canal construction it will be advisable to largely 
increase rolling stock and equipment, enlarge terminal facilities, 
and perhaps double track the road. This will absorb the cash 
resources of the company. I think stockholders will agree with me 
in this view. 

Mr. EscH. You said that it was wise to maintain the corporate 
integrity of the Panama Railroad Company. If the Government 
secures control of this stock, how will you reconcile Government con- 
trol and corporate integrity ? 

Mr. Cromwell. The United States can as well own all the stock 
as they can own 99 per cent, and still maintain the corporate integrity. 
As I have said, the board of directors can be reduced in number and 
corporate management can be made as sim])le as desired — under 
Government ownership of the stock. 

Mr. EscH. You do not anticipate that relationship will arouse any 
trouble or difficulty ? 

Mr. Cromwell. None whatever. There is no reason why the 
United States Government may not maintain the corporate entity 
with 100 per cent as it does now with 99 per cent. 

Mr. EscH. That would imply separate control. 

Mr. CROMWEiJi. It means that this asset of the Government would 
be managed by the Government as a separate entity, that is all 
Otherwise it would be necessary for the Government to provide at 
once the cash to pay off all bonds, etc., and itself become directly 
responsible for the management of the business — I mean directly 
liable for daily operations, traffic contracts, railroad accidents, etc. 

Mr. EscH. I understand your position. 

Mr. Lo\TBRiNG. When you say you advocate maintenance of the 
legal integrity of the Panama Kailroad Company, do joxi include ir 
that the entire organization, including the steamship lines? 
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Mr. CROMWEiiL. I will present my views in a few words. My 
opinion is: (1) That the corporate entity of the Panama Railroad 
Company should be preserved, for the reasons I have ^ven in answer 
to the conmiittee's questions. The corporate organization can be 
simplified under Government control, and yet the advantages I have 
pointed out can be preserved. 

(2) That it is to the best interest of the United States to maintain 
and operate its New York-Colon Steamship Line. In addition to its 
earning power and its relation as a reliable feeder to the railroad, the 
Atlantic Line is an instrumentality of inestimable material and stra- 
tegic value to the Government in the construction, operation, mainte- 
nance, and protection of the canal, both during and subsequent to 
completion of the canal. It insures the quick, certain, and regular 
delivery of the vast amount of construction material and other sup- 
plies, and it frees the Government from the power of contractors or 
any combination, imposition, or inefficiency of others. It will save 
the Government millions of dollars and much valuable time in con- 
struction. Moreover, in my jud^ent, the national interest demands 
the ownership and operation of its own line to its canal possessions. 
It should not be dependent upon any other party for quick, certain, 
and satisfactory communication to and from the point where it has 
such a stupendous investment and which it has become morally obli- 
gated to the world to maintain and protect. As the conservator of 
me greatest material factor of civilization, sound statesmanship 
demands the very best — the most reliable — and the q^uickest means of 
communication with the possessions 2,000 miles distant, and with 
which our fortunes and honor are forever bound. 

(3) That the steamship and accounting departments can be more 
efficientlv, promptly, profitably, and satisfactorily regulated and 
managed from New York as the headquarters; but that under com- 
plete Government ownership the corporate organization can be sim- 
plified and officials of the Government, already on its pay rolls can be 
economically utilized to a certain extent. 

(4) TTiat while the Pacific Mail contract is a profitable one, and it 
would not, under private ownership, be good busine-ss policy to leave 
a certainty for an uncertainty, or to surrender assured profits to try 
new experiments, yet that under Government ownership the proper 
policy is to avoid traffic contracts of an exclusive character. That 
while this policy is being pursued it is also a duty to the public 
interest that an equally good substitute be found. Otherwise the 
splendid present business will be seriously crippled and loss ensue. 
Instead of relying upon hopes, conjectures, and theories as to the cer- 
tainty of such a substitute, the subject should be brought out of the 
cloucls and put to a practical test and a workable result reached. I 
intend to urge this course upon the board, so that the new situation 
shall be met the best it may. We all, surely, have the heartiest dispo- 
sition to master the problem. 

The Chapman. If we were to part with the ships that are now 
operating in connection with the railroad would it increase or decrease 
our annual net earnings ? 

ifc. Cromwisll. I tnink it would decrease them. 

The Chairman. Very largely? 

ifc. Cromwell. Very largely. Entering upon that aspect of the 
question only very briefly, I am speaking now not only as counsel of 
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the corporation, which I have been for many years, but as a membeir 
of the board of directors and executive committee, in which I have sat; 
for many years. Every one of these problems of transportation hav© 
taxed the care and ingenuity of us all for years. We have been all 
through this question. It is now for the first time coming, and votv 
properly, to vou gentlemen. We have lived through it for years. We 
have lived through the period of what might be called the " open- 
door " policv, throwing down our advantages and opening the Isthmus 
to the world upon like terms. We have tried that and we lost heavily. 
This is a business corporation, not an eleemosjaiary one. This is a 
splendid business organization. We recognized that we had been 
intrusted with the care of millions of property upon which we must 
make earnings. We recognized that we had no right to abandon the 
property and leave it open to rival steamship or transcontinental lines 
to take the earnings. In our eflFort to reach the best result, we in 
former years tried the open-door policy. We lost hundreds of thou- 
sands of dollars in that experience. Upon another occasion, and 
in response to the clamorous demand of the merchants of the Pacific 
coast (against what they considered great exactions of the great trans- 
continental railroads) , we made an alliance with the merchants of San 
Francisco in the establishment of an independent line — ^independent 
of the Pacific Mail, independent of all associations other than with 
the shipping merchants oi San Francisco. No interest or right could 
possibly be more actiA^e, more interested, more aggressive, than the 
shippers of San Francisco. They formed a corporation in 1893-94, 
under the laws of California, based upon subscriptions bv merchants 
of the city to stock of that company. It was almost in tne nature of 
a public-spirited subscription, a subscription moved by their resent- 
ment against the transcontinental lines and actuated by active public 
spirit and keen interest. The Panama Kailroad Company mad!e con- 
tracts with that California corporation. It dismissed the Pacific Mail 
entirely — opened war on them. That alliance with the merchants of 
San Francisco continued for a year and a half. Its result was disas- 
trous to them and to us. The merchants struggled against the situa- 
tion, but the result was that they lost all their capital invested and 
much more, aggregating, I understand, from three to four hundred 
thousand dollars, and they had to throw up the contract with us. In 
desperation, our company, being left without a Pacific coast connec- 
tion in mid-season, was compelled to continue the line itself. Having 
ourselves no steamers on the Pacific, we had to charter them at large 
cost. This we did, and we continued for our own account the line 
abandoned by the San Francisco merchants. With all our efforts this 
company sunk several hundred thousand dollars in that experiment; 
and it was the lesson of that experience that led us to make a new con- 
tract with the Pacific Mail Steamship Company. We made that con- 
tract with the Pacific Mail Company in 1895. The contract expired 
in 1900, and was not then renewed by this company, for there had 
been presented to us earnest demands by South American steamship 
lines and others for the termination of the exclusive privilege and ih& 
introduction of the open-door policy. After months of study, the 
board determined to give the open-door policy a serious trial. We 
refused, therefore, to renew the contract with the Pacific Mail. It 
led to much bitterness of feeling, as we absolutely terminated relations 
of every kind with that company, and for one year and a half we had 
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no connection with them. During that time we seriously and con- 
scientiously practiced the open-door policy, encouraging business, of 
course, in the most active fashion, and made agreements with the 
Pacific Steam Navigation Company, a British corporation, and tiie 
South American Steamship Company, otherwise known as the Chilean 
Line. They undertook the business, but again it was found an unfor- 
tunate experience. We did not attain the results we hoped for, nor 
did they, and the obvious facts made it plain that that memod of busi- 
ness was unsatisfactory and unprofitable to all parties. After that 
experience we considered a£:ain the resumption of relations with the 
Pacific Mail Company, and negotiations were opened, continued for 
months, and finally ended in the present contract of Jirne 11, 1902. 

The Chairman. A contract still in force ? 

Mr. Cromwell. Still existing; but we have given the six months' 
notice of termination. That contract has thus far proven satisfactory 
from a business point of view. The company has a joint business — 
railroad and steamship. For bookkeeping and accounting purposes 
we divide the profits, as all* railroads divide their business, between 
the several departments. It is of no consequence to the company 
whether the earnings go into one pocket or the other. They go into 
the common pot, and all expenses are paid from the common pot ; the 
results are common. 

Mr. TowNSEND. But you keep them so as to determine 

Mr. Cromwell. Mainly for the purpose of being able to determine, 
as far as we can, whether the several departments are conducted at a 
profit or at a loss. 

Mr. TowNSEND. You know whether it is profitable or not? 

Mr. Cromwell. Practically; yes, sir. But upon this topic I say 
that whether the railroad or the steamship department is profitable 
is a matter purely of business judgment. Bear in mind that this 
railroad is only 47 miles long. It is common sense that vou could not 
operate a railroad 47 miles long and realize upon it sufficient moneys 
to pay operating expenses, $250,000 per annum to Panama, the other 
fixed charges, and a fair dividend on the investment. For fifty-five 
years the managers of the company have thought differently, and they 
have managed this company successfully. The Atlantic Steamship 
line is the feeder to the railroad line and insures it a reliable and 
profitable business ; it frees the railroad from the vicissitudes, uncer- 
tanties, and fluctuations incident to dependence upon others. We 
hate contracts with European lines that have continued satisfactorily 
for forty years. 

Mr. EscH. Still in force? 

Mr. Cromwell. Every one of these; yes. There is a large busi- 
ness flowing from European ports. Please notice this map [exhibit- 
ing map]. You see that from Hamburg there is a line contributing 
directly to Colon ; another line from Havre, another line from South- 
ampton, another line from Liverpool, Glasgow, Antwerp — altogether 
10 lines converging at Colon, and pouring in their business at that 
point; and they have been doing so from thirty to forty years. Do 
you want to lose it or impair it? We have lines on the Pacific side 
that have contributed in the same way to the business from that end 
for many years. 

The Chairman. Linked in a great many long lines. 
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Mr. Cromwell, It not only owns the railroad, wliich is a splendid 
piece of property. 

Mr. Drake. You can go from one end to the other in an hour, if 
need be. 

Mr. Cromwell. It owns the right of way, of great value to-day; 
owns good terminals at each end ; it owns practically the whole town 
of Colon. 

Mr. Drake. The ground it is built on ? 

Mr. Cromwell. With a small exception all of the land of Colon is 
owned in fee simple by the Panama Railroad Company. It owns 
one-half of the islands of Flamenco, Naos, Culebra, and Perico by 
title deed. 

The Chairman. Who owns the other half? 

Mr. Cromwell. The Pacific Mail Steamship Company. 

The Chairman. That is, an undivided half? 

Mr. Cromwell. An undivided half. It owns blocks of land with 
buildings thereon in the very heart of Panama city, independent of 
the concessionarv lands. 

Mr. EscH. What is the width of the right of way ? 

Mr. Cromwell. We have a full ri^ht of way and the right to 
double track our line. We have the right^ under our concession, of 
condemnation of lands, so that there is no limitation to the growth of 
the Panama Railroad on the Isthmus of Panama for all purposes of 
its business. It has been declared by Colombia (Panama) an enter- 
prise of public utility. 

Mr. LEVERING. Has this contract with the Pacific Mail Company 
had the eflFect to put up the price of transcontinental traffic? 

Mr. Cromwell. On the contrary it has had the effect of lowering it 
The Panama Railroad is the onlv influence that diminishes the trans- 
continental rates, for it is the only regulator of the rates of transcon- 
tinental lines on low-class freight. 

Mr. Simmons. Absolutely. 

Mr. Cro3iwell. The Panama Railroad also owns three steamships, 
two of which have been brought by recent reconstruction to the high- 
est degree of efficiency and usefulness, and adapted especially to mis 
trade. It owns the finest pier on the South American continent, 
costing $2,250,000. It also owns a fleet of 22 lighters, which are 
employed in the Bay of Panama. It has, as I have mentioned, 
established connections with nine or ten lines running to all points 
of Europe, and with three or four lines tributary to the Pacific side. 
The only mortgage indebtedness held by the public upon all this 
property is a balance of $2,372,000. That is all, a mortgage small in 
amount in comparison with the value of this property. It has no 
floating indebtedness, and we never know such a thing as a promis- 
sory note in the business of the corporation. This company never 
borrows. It is always a lender of money. There has not been a day 
in many years when the company has not been a lender of money. 
There has not been a day in many years when we owed, currentlyj 
anything but a trifling amount for current accounts, or for these 
permanent improvements, since paid for with the bonds. The bal- 
ances in the bank are hardly ever less than half a million dollars, and 
are so this minute after payment of our dividend of $350,000 last 
week. And in addition to this we have bonds in our treasury to the 
amount of $773,000 representing past earnings. The Panama Bail- 
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road Company has never ceased operation one minute since it began 
fifty years ago. It has never defaulted in the payment of a dollar, a 
record which I think we have a right to view with pride, and which 
hardly has a parallel in the history of American railroads. 
Mr. TowNSEND. To what extent is it encumbered with passes? 
Mr. Cromwell. The subject of passes has always been a very per- 
plexing one. Under the concession from Colombia, to which I have re- 
ferred, the coinpany was obligated to transport gratuitously all troops, 
officers, and omcials of the Government. That was one of the terms 
upon which the concession was obtained. These classes constitute the 
bulk of the free passes. There are about 26 other passes called 
"land passes," which are issued to parties who granted the right of 
way in 1850 and in connection therewith. Of course the local officers 
of the company issue ordinary trip passes for special purposes, such 
as to the mmisters and consuls of loreiffn governments residing there, 
clergymen, dignitaries, and. agents of steamship lines who gi-ve us 
their business. Those courtesies are extended to those with whom we 
have serious business or diplomatic interests. 

Mr. EscH. How about the araiy, the Colombian army? The 
Panama army of course does not amount to anything. 

Mr. Cromwell. At this time, no. It has been disbanded. I wish 
to say that the subject of passes has been recently examined afresh 
very carefully. It is a very dfelicate subject, a subject which must be 
dealt with verj^ wisely and honorably, because the recipients are men 
of importance in the community ana it is of consequence that we do 
not manifest an unusual attitude in railroad practice, and further- 
more that we observe the obligations of the concession. The passes 
have recently been very much reduced in number. The subject of the 
issuance of passes of course lies more directly in the jurisdiction of 
the local officers on the Isthmus. No passes are issued from this office. 
The general superintendent is charged with the duty and power to 
deal with that subject loca]l3s with due regard to our concession and 
the best interests of the corporation, treating its affairs in a broad 
spirit and bearing in mind that it is a concessionary road. Under the 
treaty with Panama', the present treaty, there is provision respecting 
the transportation of its officers and employees. The local officers 
are charged with the duty of very rigid scrutiny and the issuance to 
the smaUest number consistent with concessionary duties, good busi- 
ness, and the best interests of the company. Have I answered fully? 
Mr. TowNSEND. Yes. 

Mr. EscH. With each year's work on the canal, there would tend to 
be a depreciation of the railroad property, would there not? When 
the canal is finally completed, the railway line would be devoted 
almost wholly to local traffic? 

Mr. CnoMWELii. That is a very interesting question, Mr. Esch, and 
one upon which traffic men differ. I have given considerable thought 
to it. I do not share the opinion that the Panama Railroad will 
become valueless at that time. No man can judge what will be the 
conditions ten years hence, with the new traffic element (the canal) 
as a practical thing before it — not a theory, as to-day. The railroad 
will probably then be operated by electric power generated at the 
Gamboa Dam, or one of the other great water-power points. Elec- 
tricity will be inexpensively produced on the line of the canal by 
water power, and the railroad may be operated in that way, thus 
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freatly reducing the cost of operation. At that time, too, we will 
ave paid off this first mortgage out of earning and our fixed charge 
will tnus be reduced ; the local business will be active, and Panama 
and Colon will be far more important than they are to-day. Nearly 
every passenger approaching tne canal by steamer will disembark at 
one or the other termini, Panama or Colon, and, taking the qui^ 
railroad transit across the Isthmus, in less than an hour, will visit 
'the cities and observe the interesting sights during the day, while the 
steamer is passing through the canal. The s1>eamer will enter the 
canal at sunrise at Colon, say, and will make its exit at Panama at 
sunset, and the passenger, in the meantime, will have passed over by 
the electric railroad and be amusing himself in either city while the 
steamer is moving through the canal. The local traffic will have 
grown to importance; the country will have developed; business 'will 
have sprung up along the line of the road, furniSnng local traffic. 
There, will be freight coming to either, terminal, but not passm^ 
through the canal at all, and which could not afford the tolls whim 
must be charged to operate the canal ; and cargo of vessels which will 
not have a sufficient freight to justify them m passing through the 
canal, or having cargo destined to a point not justifying canal transit 
Therefore, such freight will have to be transported over the raih*oad 
and take ship at the other point, thus saving the heavy toll between. 
Again, there will be business naturally tributar}'^ to either termini up 
and down the coast, employing an entirely different class of shipping, 
of very light tonnage. 

Mr. EscH. I ought to know, but what will we have to pay Panama 
for the right of way? 

Mr. Cromwell. Nothing. Except for one or two small claims, 
the Panama Railroad owns its entire ri^ht of way ; has no obligations 
to pay either to Panama or Colombia in respect of it. 

Mr. Escn. What relationship does our Government sustain to the 
railroad company on freight shipped over the line for use on the 
canal ? Do we get a special rate, or is the Government of the United 
States charged the regular rate? 

Mr. Cromwell. We have a special rate, as the traffic officers will 
ive vou more in detail. The United States rates in no case are 
igher than those to the public, and in some cases are lower, where, 
by reason of larger quantity, it is justifiable for the company to 
make lower rates. 

Mr. EscH. Was the New French Panama Canal Company given 
a like rate? 

Mr. Cromwell. You are now referring to the period of 1883, 
1884, or 1885. That, of course, is long before our time. I think 
not ; no, sir ; they were not. On the contrary, the railroad company 
was given higher rates. 

Mr. TowNSEND. I think, as Mr. Esch has suggested, there is a 
good deal of this testimony that we want, that you could tell us as 
well in Washington. 

Mr. Cromwell. Yes, sir. 

Mr. Esch. I would like to ask some questions of Mr. Drake in 
regard to the books. 
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STATEMENT OF E. A. DRAKE. 

Mr. TowNSBND. Mr. Drake, you are the vic5e-president and secretary 
of this company ? 

Mr. Dbake. X es, sir. 

Mr. TowNSBND, How long have you occupied that position ? 

Mr. Drake. As second vice-president and secretary for three years; 
as vice-president and secretary since September, 1904. 

Mr. TOWNSBND. How long have you oeen connected with the Pan- 
ama Railroad (Company ? 

Mr. Drake. Since April, 1888, in various capacities, beginning as 
a director, then as assistant secretary, then as secretary, then as assist- 
ant general manager and secretary, and then as second vice-president 
and secretary, and now as vice-president and secretary. I succeeded 
Mr. Whaley, who for a long time was the active vice-president and 
general manager of the corporation for a number of years, living in 
New York and visiting the Isthmus several times. Afterwards we 
opened a European branch, as we had connections with nine steam- 
ship lines there. We have been unable to depend upon the account- 
bg by the connecting lines. We have always had to verify their 
accounts and settle differences. Later, Mr. Whaley was electea to the 
position of first vice-president, resident in Paris, in charge of the 
European department. In that position he had charge, among other 
duties, of the company's traffic interests abroad, conducting negotia- 
tions, and carrying on correspondence with the executive officers of 
our European connecting lines, and of renewing expiring traffic con- 
tracts and making new rates and arrangements tor the following 
season, and of determining rates from Europe, until recently, when 
the control passed into the hands of the United States. Mr. Whaley 
then resigned and I succeeded him. 

Mr. TowNSEND. The books have been under your charge ? 

Mr. Drake. Yes, sir; in a general way, I have had charge of the 
books, with subordinates, the treasurer, and the auditor. 

Mr. TowNSEND. How much stock have you in this company now? 

Mr. Drake. One share. 

Mr. TowNSEND. Is that all you have ever had ? 

Mr. Drake. That is all, since I became a director in 1888. 

The Chairman. You are an employee, rather than an owner of the 
road? 

Mr. Drake. I am a representative director; that is a recognized 
position. 

Mr. Cromwell. That is true of all the directors. 

Mr. TowNSEND. Has this stock ever been on the market ? 

Mr. Drake. Since when ? 

Mr. TowNSEND. Since you have been connected with it. 

Mr. Drake. There is always a market for it. 

Mr. EscH. Just in that connection, I notice that General Davis in 
his report says that the stock of the Panama Railroad Company has 
not been quoted for many years, and its market value is not known.. 

Mr. Townsend. Has it been quoted? 

Mr. Drake. By the stock exchange regulations when all but a small 

jninority of any listed stock passes into the hands of one holder deal- 
ings in that stock are officially suspended. It was a very active stock 
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for a great many years, a very high-priced stock up to the time when 
the French Canal Company bought all of the capital stock except a 
small minority. After that time the stock was stricken from the 
stock list and official quotations ceased, for the reason I have stated. 

Mr. TowNSEND. Through what range does the quotation pass? 

Mr. Drake. The transactions have edl been from 60 to par. There 
have been sales at various times of small lots. 

Mr. TowNSEND. That has been a profitable piece of property almost 
from the beginning? 

Mr. Drake. I think it is one of the niost profitable pieces of prop- 
erty in the world. 

Mr. Townsend. And has been all the time ? 

Mr. Drake. The incorporators acquired almost invaluable fran- 
chises, as has been proven by the result of operation. 

Mr. Townsend. And has paid as high as 23 per cent dividends? 

Mr. Drake. Yes, sir. 

Mr. Townsend. But still it is sold usually from 60 to 100? 

Mr. Drake. For the reasons I gave you. A minority stockholder 
has to get what he can for his stock, because there is no fixed market 
and there are but few shares outstanding. All of the minority 
shareholders were offered by Mr. De Lesseps an opportunity to sell 
their stock at 250, but some did not avail of it. Since then they have 
had to get what they could. Now they have exactly the same kind 
of an opportunity to get par from the United States Government. 

Mr. (jROMWELL. Uncertainties about the future, and also the fact 
that the earnings have accumulated in the treasury and have not been 
paid out in dividends. 

Mr. Townsend. Mr. Drake, can you tell us why they accumulated 
in the treasury ? 

Mr, Drake. Yes, sir; it was the policy of the company, because 
we wore buying ships, and were goin| through adverse traffic periods . 
with uncertain results and because m 1895 we had undertaken the 
construction of the La Boca pier, which cost us two million and a 
quarter cash, and both the directors and shareholders preferred to 
strengthen the company in anticipation of these extraordinary 
requirements. 

Mr. Townsend. Is there an actual increase and profit for the year 
1893-94? 

Mr. Drake. The contract with the Pacific Mail Company that was 
entered into in February, 1878, expired in 1893, and we declined to 
renew it, because the Pacific Mail's terms were so exacting that we 
could not reach an agreement. We had arranged to establish a line 
of steamships between Panama and San Francisco, when the mer- 
chants of San Francisco learned of it and came forward and took 
up the enterprise. 

Mr. Townsend. Is that the only object you had, to meet those 
extraordinary expenses, for withholding dividends? 

Mr. Drake. Yes, sir ; it was a policy adopted. We so stated in the 
printed annual report of each year. 

• Mr. Townsend. It was not the policy of the French company to 
get rid of the stockholders and get possession of the stock? 

Mr. Drake. Oh, not at all ; as far as we know, there was nothing of 
that kind. The minority shareholders never were approached in any 
way that we know of, and no attempt made to purchase their stock. 
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3n the contrary, it was offered at times and not taken by the canal 
3ompany. 

Mr. TowNSBND. Did they make systematic effort to get possession 
}f the stock? 

Mr. Drake. Not that I know of. 

Mr. Cromwell. I can say that they did not. 

Mr. TowNSEND. Are these statements that you have prepared here, 
Mr. Drake, correct statements taken from your book, showing the 
various items therein scheduled ? 

Mr. Drake. Yes, sir; absolutely correct and carefully prepared. 
They are entitled as follows : 

Statement showing dividends paid. 

Statement showing redemption of first-mortgage bonds (4^ per cent) of 1897. 

Statement showing redemption of first-mortgage 7 per cent bonds, how effected. 

Statement sliowing ti-anscript of trustees of sinking fund loan account of 1897 
relating to sale of bonds in said account and accumulation of interest applied 
to redemption of general mortgage sterling 7 per cent bonds. 

Statement showing general mortg^ige 4^ per cent bonds of 1897, how held. 

statement showing subsidy bonds, 6 per cent. 

Statement showing redemption of 6 per cent subsidy bonds. 

Statement showing analysis of entry of $1,74C.859.9C to credit of profit and loss 
in 1897. 

Mr. TowNSEND. We will have them marked Exhibits 6e, f, g, h, i, 
k, 1, and m. 

Exhibit 6e. 

Statement of dividends paid. 

1901, 2 per cent $140,000 

1902, 4 per cent 280,000 

1903, 8 per cent 560. 000 

1904, 2i per cent 175,000 

Exhibit Gf. 

f^tatenient shotcing hoic redemption of firstrtnortgage 7 per cent bonds, due 

October 10, 1897, teas effected. 

2,68fi iMinds outstanding October 10, 1897, were retired at a cost of- $2, G12, 338. 34 
Of which there was redeemed by proceeds of sale of 2,000 general- 
mortgage 4i per cent bonds 1,907,250.00 

Leaving a balance of t 705,088.34 

Which was contributed by the voluntary sinking fund. 

Exhibit 6g. 
Statement of redemption of first-mortgage 4^ per cent bonds, issue of 1897. 

October 1, 1898, 141 bonds $141,000 

October 1, 1899, 140 bonds 140,000 

October 1, 1900, 139 bonds 139,000 

October 1, 1901, 141 bonds 141,000 

October 1, 1902, 140 bonds 140,000 

October 1, 1903, 140 bonds 140,000 

October 1, 1904, 140 bonds 140,000 

Total 981 bonds 981,000 
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November 1 
November 1 
November 1 
November 1 
November 1 
November 1 
November 1 
November 1 
November 1 



1896, 
1807, 
1808, 
1809, 
1000, 
1001, 
1002, 
1003, 
1004, 



Exhibit 6h. 

Redemption of 6 per cent subsidy bonds. 

107 bonds $107,000 

114 bonds 114,000 

121 bonds 121,000 

120 bonds 120,000 

136 bonds J 136,000 

144 bonds 144,000 

163 bonds— 163,000 

162 bonds 162,000 

172 bonds . 172,000 



Total 1,238 bonds 1,238,000 



Exhibit 6i. 

Sinking fund 6 per cent subsidy bonds. 

Original issue of $3,000,000 

Redeemed by annual sinking-fund drawings 2,285,000 

Outstanding 715,000 

Held in treasury 126,000 

Held by public 589,000 

First mortgage 4^ per cent gold bonds. 

Authorized issue ,— $4, 000, 000 

Held by public 2,372,000 

Redeemed by annual sinking-fund drawings 981,000 

Held in treasury 647,000 

4,000,000 
Exhibit Ok. 



Transcript of trustees of sinking-fund loan account of 1897, relating to sale of 
bonds in said account and accumulation of interest applied to redemption ot 
general mortgage sterling^! per cent bonds. 

177 United States registered fours, 1025 $222,798.76 

257 United States registered fours, 1004 286,87a25 

105 Northern Pacific general lien 58,850.00 

3,000 shares Northern Pacific preferred 41,587.60 

50- Oregon Improvement first mortgage 50,187.60 

Accumulated interest on securities other than companies and ac- 
cumulated interest due on company's securities in sinking fund— 81, 559. 96 

741,859.96 



Amount required in excess of proceeds sale of 2,000 bonds 4^ per 
cent general mortgage to retire 2,680 outstanding general mort- 
gage 7 per cent bonds, transferred to sinking fund 705,088.34 

Unexpended balance of sinking fund transferred to credit of new 
voluntary sinking fund, resolution as per minutes of executive 
committee, October 15, 1897 36,771.62 
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Exhibit 61. 

Profit and loss account, December SI, 1897, 

Balance to credit of voluntary sinking fond October 10, 1897 $1, 746, 859. 98 

Made up as follows : 

312 Panama Railroad sinking fund 6 per cent 

subsidy bonds held in voluntary sinking fund. $812, 000. 00 
Unexpended balance in voluntary sinking fund 

(transferred to company's treasury as free 

assets, resolution of executive and finance 

committee, October 15, 1897) 36,771.62 

848, 771. 62 

693 general mortgage 7 per cent sterling bonds 

held by voluntary sinking fund 693,000.00 

Proceeds sale of securities in voluntary sinking 
fund (resolution of the executive and finance 
committee, September 3, 1897) 705,068.34 

1,398,088.34 

1, 746, 859. 96 

Mr. TowNSEND. You add a statement here, and this is the state- 
ment that yon make monthly to the directors, is it? 

Mr. Drake. Yes, sir ; it is a summary of the monthly operations of 
the railroad, making comparisons of the results of the current month 
with the same month of the previous year. As the year progresses it 
shows a comparative statement for each month. 

Mr. TowNSEND. You make this for the benefit of the board of 
directors ? 

Mr. Drake. The only statement that is made by the Panama Rail- 
road Company is its annual statement, which is made at the annual 
meeting in accordance with the by-laws. 

Mr. TowNSEND. This is made for the directors ? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. How long have j^ou been making this kind of a 
statement ? 

Mr. Drake. Since 1896, when we changed our method of book- 
keeping. 

Mr. TowNSEND. That brings me to the point, how did you happen 
to change your method of bookkeeping in 1896 ? 

Mr. Drake. There was a question raised as to just how much of the 
revenue of the company was applicable to the payment of dividends, 
and to determine that question Mr. John Scott, a public accountant. 
Was emploj''ed. He went over the records of the company from its 
incorporation to 1896. 

Mr. TowNSEND. Who was Mr. Scott? 

Mr. Drake. He was a public accountant. 

Mr. Townsend. Where ? 

Mr. Drake. In New York. The treasurv minutes show that this 
report of the accountant was brought in after the vice-president and 
general manager had changed our method of bookkeepmg to substi- 
tute a more modern method. 

Mr. Townsend. Mr. Cromwell, you had something to do with the 
investment of the 10 million dollars received by Panama from the 
United States? 
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Mr. Cromwell. Yes, sir. 

Mr. TowNSEND. Was any of that money invested in any of the ' 
securities of this road ? 

Mr. Cromwell. It was. The Panama Government manifested its 
confidence in the securities of this companj'' by investing about one 
million dollars in the first mortgage bonds of this company. 

Mr. TowNSEND. What bonds are those. What do vou call them! 

Mr. Cromweij.. The 4r^ per cent first mortgage. 

Mr. TowNSEXD. And that investment is still there? 

Mr. Cromwell. Still there. 

Mr. TowxsEND. Are those bonds subject to the drawings? 

Mr. Cromwell. Yes, all part of the same class. The bonds were 
purchased by the Panama Government in the open market, and not 
from this corporation. 

Mr. TowNSENi). Xow, Mr. Drake, I think Mr. Cromwell may have 
explained one thing which your books imdoubtedly show, but I want 
to get it clear. 

I notice in your report of 1903 to the stockholders, on page 6 headed 
" Panama Railroad Company," that when you analyze the sinking 
fund, the 6 per cent subsidy bonds, you speak of the original issue or 
$3,000,000 which Mr. Cromwell has explained. In parenthesis yon 
say : " Being paj^ments of the advance of annual subsidy of. $225,000 
to the Republic of Colombia." What I want to know is why that is 
not $250,000 ? 

Mr. Drake. $25,000 of the $250,000 is made payable by the com- 
pany, under this concession, directly to the Department of Panama. 
The other $225,000 is applied, first, to the payment of interest on the 
bonds still Outstanding m the hands of the public, and then to the 
redemption, after drawing by lot, of sufficient number of bonds to 
absorb the balance of the $225,000. 

Mr. TowNSEND. I notice on page 16 of your report of December 31, 
1903, the first item is: " Cost of road, real estate, and equipment, new 
terminals at La Boca being included in the same brackets, $12,046,- 
258.32." Does that, Mr. Drake, represent the book value of the 
property of the Panama Railroad Company, including the new ter- 
minal at La Boca ? 

Mr. Drake. Yes, sir ; everything charged to capital account. 

Mr. TowNSEND. From the beginning? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. You have not deducted anything nor made any 
allowances for depreciation? 

Mr. Drake. No, sir. Not as depreciation, because we keep up our 
properties as we go along. 

Mr. LovERiNG. That $12,000,000 does not mean all the money that 
has been put into necessary repairs and keeping up of property? 

Mr. Drake. Not at all ; it only represents what has been paid out 
for construction and plant and charged to capital account. 

Mr. Townsend. Your dividends are always declared on the basis of 
$7,000,000 capital ? 
Mr. Drake. Yes, sir. 

Mr. EscH. Your book value includes the steamships? 
Mr. Drake. Yes, sir. It is a separate item there. 
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Mr. EscH. What do you estimate the three steamships to be val- 
ued at ? • 

Mr. Drake. The three steamers were bought at a bargain and have 
been currently maintained ever since as a part of the operating ex- 
penses. The ships Advance and Finance are insured lor $200,000 
apiece; that indicates what they are worth to us, but not, of course, 
what they would bring if offered for sale in open market. I can not 
tell precisely what they are worth, but I should say that those three 
ships to-day are worth $750,000 to us. 

Mr. Vernon H. Brown. From $600,000 to $750,000 in my opinion. 

Mr. EscH. That includes the $375,000 improvements put on them 
in the year ? 

Mr. Brown. It includes their present condition. I would call 
attention to the fact that the Davis report puts them at $583,000. 

The Chairman. I will ask you one more question, Mr. Brown. 
What is your opinion of the adaptibility of these vessels to that par- 
ticular trade, as to their size, capacity, and speed I 

Mr. Brown. They have answered every requiremei;it admirably up 
to the present time. 

The Chairman. Are they large enough? 

Mr. Brown. I will have to answer that by asking you a question. 
If the Government is going to double up the l)usiness here, if we must 
carry down the Government material, supplies, etc., in addition to the 
usual freight, we must have additional tonnage. 

Mr. Drake. We paid $234,000 last year to charter additional ships 
of the same kind for our line while our Advance and Finance were 
out of commission for reconstruction. 



STATEMENT OF ME. VEENON H. BEOWN, 

A director in the Panama Railroad Company, 

Sworn by the Chairman. 

Mr. Brow^n. Apropos of the inquiry that was recently made in 
regard to the future of the Panama Railroad, the future value of the 
railroad, it seems to me that when the canal is built that the Isthmus 
will then become of very much greater importance as a distributing 
point. You take all these nine fines of steamers that are running to 
Colon from various points in Europe, they are not loaded for any 
special port, they bring their cargo for the Pacific — some for the 
south Pacific, some for the north Pacific, some for China, Australia, 
Japan, wherever it may be, all in the same cargo. They would have 
to Dreak bulk at Colon, for instance, and that cargo is distributed. 
You can not so well distribute that by canal as by railroad. Here 
may be a car for Valparaiso, another car for Callao, another car for 
up north, and so on for as many different points as you may choose to 
select. Those goods would naturally be loaded in the cars and go 
across and then be put aboard the ships for the various points fer 
^hich they are destined. It seems to me that the value of that opera- 
tion would enhance very much the value of the property, and very 
niuch increase the business. 

The Chairman. Larger ships ? 
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Mr. Brown. If you had larger ships you could operate them to 
better advantage than the smaller ones, but having the ships, you can 
not afford to throw them awav ? 

Mr. Cromwell. Would you like to have the gross business done by 
the steamship and railroad company per annum? 

Mr. Erch. If you have it in concise form, yes. 

Mr. TowNSEND. AVhat is the aimual gross business of this company 
as conducted from the New York office? 

Mr. Drake. Total earnings of our line, $2,664,000 in 1903. The 
gross expense for the year was $1,960,000. Earnings over expenses 
are about $1,000,000, and of that sum about $450,000 to $500,000 is 
used in the discharge of fixed charges of the company, interest on 
bonds, subsidy, and redemption ; and the balance of about $500,000 is 
subject to distribution of dividends. 

The Chairman. AVe thank you, gentlemen, for your courtesies. 

Thereupon, at 4.50 o'clock p. m., the hearing was adjourned. 






Washington, D. C., Fehntary 17^ 1906. 

The committee met at L0.30 o'clock a. m., Hon. William P. Hep- 
bum in the chair. 

At the request of Mr. Shackleford, the chairman of the subcom- 
mittee having under consideration the affairs of the Panama Rail- 
road, certain witnesses were this morning examined before the Com- 
mittee on Interstate and Foreign Commerce instead of before the sub- 
committee. 

STATEMENT OF ME. VEENON H. BEOWN, 

A director of the Panama Railroad Company. 

Mr. Shackleford. You are one of the directors of the Panama 
Railroad Company? 

Mr. Brown. I am. 

Mr. SftACKLEFORD. You wcrc examined somewhat the other day, I 
believe, at the hearing before the subcommittee at the offices of uie 
railroad in New York 1 

Mr. Brow N. Yes. sir. 

Mr. Shackleford. Now, Mr. Brown, being as succinct as you can, 
we will take that feature of it first, and I would like to hear what you 
have to say about the line of ships that is operated in connection with 
the Panama Railroad ? 

Mr. Brown. We esteem it of the greatest importance. It is the 
principal feeder of the line, and a very large proportion of the busi- 
ness originates at this end, and we have found from past experience 
that it was the only reliable source of supply in connection with the 
railroad. 

Mr. Shackleford. Under the arrangements as they exist now, you 
have, I believe, a through bill of lading from New York to San 
Francisco? 

Mr. Brown. Yes, sir. 
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Mr. Shackleford. Aiid other Pacific ports? 

Mr. Brown. Yes, sir. Li regard to the traffic business, we have 
Mr. Walker here, our traffic manager, who will probably answer the 
iraffic questions more clearly than I could do, but I am at your dis- 
posal for anything that you wish. 

Mr. TowNSEND. I understand, Mr. Brown, that the Panama Bail- 
road Company has a contract or agreement with reference to the 
traffic in connection with the Pacific Mail Company? 

Mr. Brown. Yes, sir. 

Mr. Town SEND. And, to. ^y nothing about the notice that has 
been served upon them now, when would that contract terminate? 

Mr. Brown. I think it terminates in July. 

Mr. Shackleford. You mean it terminates by notice in July, but 
by the terms of the contract it would terminate when ? 

Mr. Brown. We were obliged to give six months' notice. 

Mr. Shackleford. It woiud terminate in 1907, I believe, Mr. 
Townscuid. 

Mr. Brown. Oh ! I misunderstod your question. 

Mr. Shackleford. Bv the terms oi the contract it would terminate 
in 1907? 

Mr. Brown. Yes, sir. * 

Mr. EscH. Ijct me give you the terms of the contract. According 
to article 21 of the agreement, we have this provision: 

Subject to the provisions of a contemporaneous agreement between the parties 

hereto 



The Chairman. AVhat is the date of that? 

Mr. EscH. This is the contract of June 11, 1902. 

Mr. Shackleford. Has either party exercised the election to con- 
tinue the contract? 

Mr. BRO^^'N. The board of direction voted to give the notice of 
the termination of the contract. 

Mr. Shackleford. The notice of the termination, but Mr. Esch 
read some clause there 

Mr. Cromwell. The contract runs three years, bjr its terms. 
with the right to renew for two years more. It expires in June, 
1905, subject to the right of renewal for two years, unless either 
party, upon six months notice, terminates it before that time. The 
Panama Company has exercised that election and has given the 
notice, a notice which makes the contract expire on July 13, 11)05. 

Itr. Shackleford. The ship line heretofore has consisted of three 
ships, that belong to the company, and you have had some chartered. 
Are there any chartered now outside of those that are regularly 
owned by the company? 

Mr. Brown. We nave one under a charter that runs for six months 
yet. We have one under contract, and two on which the contract 
has just run out. They were on time charters, so that we could 
cancel the charters at any time. We found it expedient to do so, 
and we have allowed two of them to run off recently, and the other 
has about six months to run. 

Mr, Shackleford. Are these ships sufficient for the service between 
W York and the Isthmus? 

PAN RY — 05 6 
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Mr. Brown. No, sir; we have not found it so. 

Mr. SnACKLEi?x)RD. Are there other lines engaged in the traffic? 

Mr. Brown. No, sir; no otheV lines. By saying '"^insufficient" I 
mean that we can not maintain the sailings with three ships. Whether 
large or small, we must have regular sailings, and we could not keep 
up the regular sailings with three ships. 

Mr. Shackleford. Are there any other lines out of American ports 
on the Atlantic side that have the privilege of a through bill of lad- 
ing on the Isthmus ? 

Mr. Brown. That is a traffic question.. The United Fruit Line is 
the only one. 

Mr. SiiACKLEFoRi). I Wanted to ask you the general question 
whether there are any other lines. 

Mr. Browx. Yes, sir; the United Fruit Line is the onlv one I 
know of. 

Mr. 8ha(;kt.ef()ri). There are no other ship lines that issue any 
through bills of lading? 

Mr. Brown. \(me that I am aware of. 

Mr. SiTAC^KLKFORi). Wliv is that? Is it because^ the railroad com- 
pany has declined it, or is it because the other lines of ships have 
declined it ? ' 

Mr. Brown. It has been the onlv re<?ular liiie that has made anv 
application, as I understand it. 

Mr. Shackleford. Are there any other lines regularly between 
Colon and New York or between Clolon and anv other Atlantic or 
Gulf port? 

Mr. Brown. No, sir. 

Mr. Shackleford. There are none? 

Mr. Brown. No, sir. 

Mr. Shackleford. Have there been any other lines seeking to 
make c(mnections with the Panama Railroad from any of tnese 
American ports? 

Mr. Brown. I do not know of any American line. Some of the 
foreign lines have made application. 

Mr. Siiacki^ford. From American ports? 

Mr. Brown. No, sir; I think they have really been running from 
American ports north, from Seattle, I think, down to Panama. 

Mr. Shacki^eford. That was on the Pacific side; I was speaking 
of the Atlantic side. 

Mr. Brown. No, sir ; nothing. 

Mr. Shackleford. What I am trying to get at is this: Has the 
arrangement between the Panama Railroad and its own ships be«i^ 
one oi exclusion ? 

Mr. Brown. Practically, yes, sir. 

Mr. Shackleford. Has it been the policy to exclude other ships 
than their own ? . 

Mr. Brown. It has not been the policy of the railroad to grant 
through bills of lading to any other line. We arc very glad to have 
any business come there, however. 

Mr. Shackleford. On the business that comes out of the port of 
New York going to Colon by other lines than your own, what have 
the rates charged on that by rail across the Isthmus, and bv the 
Pacific' Mail to other ports, been ? Have they been higher or loM'er 
than that charged on your own line? 
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Mr. Brom'n. That has been subject to the local rates. 

Mr. SiiACKLEi?x)RD. Wliich would make it a higher rate ? 

Mr. Brown. AMiich would make it a higher rate. 

Mr. Shackleford. I am trying to derive the policy of the road 
from your testimony. On the Pacific side you have no ships now, 
but rely entirely on the contracts you have with the Pacific Mail and 
.some other ship lines? 

Mr. Brown. Entirely iipon traffic agreements. 

Mr. Shacklefori). Traffic agreements control that entirely? 

Mr. Brown. Yes, sir. 

Mr. TowNSENi). Have you made any different arrangement since 
the United States acquired a majority of the stock? 

Mr. Brown. Xo, sir. 

Mr. TowNSEND. You have the same arrangements now that you 
had prior to that time? 

Mr. Brown. Precisely. 

Mr. TowNSENi). Have you had any applications for the privilege 
of a through bill of lading by any other companies ? 

Mr. Brown. That would not come before me unless it was brought 
l)efoi*e the board. 

Mr. TowNSENo. Do you know about that ? 

Mr. SiiAC KLEFORi). Mr. Drake, I j)resume, would know that. 

Mr. TowNSENi). I wanted to know whether you know that? 

Mr. Brown. I would have to refresh my memory a little before I 
coukl answer tlie question definitely. 

Mr. TowNSEND. I do not know of anything else that I wanted to 
ask of Mr. Brown. 

Mr. Shackleford. Mr. Brown, I will just ask 3H)u the general ques- 
tion, how would the value of the Panama Railroad be affected by dis- 
carding this ship line, which is now a part of its assets? 

Mr. Brown. I think that it would be affected very unfavorably. 

Mr. Shackleford. To what extent ? 

Mr. Brow^n. I think fo the extent that it would be very difficult 
for it to — well, I think it would reduce its earnings very materially. 

Mr. Shackleford. Discarding the ship line would have what effect 
on its operating expenses; would it pay them? 

Mr. Brown. No, sir; I do not think it would. It would not pay 
fixed charges. It certainly would not with the Pacific Mail on one 
^^ide and thcvse other lines on the other. 

Mr. Shackleford. What is the reason of that ? 

Mr. Brown. Because there the main feeder is this line. 

Mr. Stevens. Would not other ships be found to take their place? 

Mr. Brown. We do not think so. It has not been the case in pre- 
vious experiments of that kind. 

Mr. Stevens. How long since there has been an opportunity for 
«XDerinient? 

Mr. Brown. A few years ago; that is all on record. We gave the 
facts in New York last week, and you have the exact dates. 

Mr. Stevens. The coastwise laws do not apply to the traffic to the 
Isthmus? 

Mr. Brown. Not except on through trade. On through freight it 
yould nrohibit any foreign vessel from getting a through bill of lad- 
^« Of course you j^fer only to American points ? 

Mr. Stevens, x es, sir. 
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Mr. Brown, l^oints where they have the flag? It would be impos- 
«*ible for foreign veasels to cet through bills of lading? 

Mr. Stevens. iVnd it is that through bill of lading that constitutes 
the principal value of those ships, and the principal freight that is 
carried goe.s on through bills of Jading? 

Mr. Brown. Not necessarily. Foreign vessels of course would get 
a through bill of lading from foreign ports. The question is whether 
the (jovemnient having (control of the railroad would be ready to 
enter into a connnerciaT business, and prorate and give the through 
bill of lading. It could not be done from one American port to 
another. 

Mr. Shackleford. Under the American flag? 

Mr. Brown. No, sir. 

Mr. Shackleford. Are there no American lines that could compete 
in that line ? 

Mr. Brown. I do not know what might turn up. 

Mr. Shackleford. I mean, there are not now ? 

Mr. Brown. No, sir. 

Mr. Shackleford. You said to part with this line would depreciate 
the property very much? 

Mr. Brown. It would depreciate the property by reducing its earn- 
ings enormously. 

Mr. EscH. when were the three ships put on to the Atlantic in the 
compaiiy's service ? 

Mr. Brown. In 1897. 

Mr. Shackleford. Your contention now is that those ships ought 
to be retained in order that the company might make a dividend, or 
pay its fixed charges. Is it not a fact that prior to 1893 the company 
paid its fixed charges and dividends, and a fact that in one year it 
paid 34 per cent? 

Mr. Brown. Yes, sir. 

Mr. EscH. And then if the ships were taken oflf the service, or dis- 
continued, might it not be possible still to continue to pay dividends, 
if it was possible prior to 1893 ? 

Mr. Brown. We had the connections prior to 1893 with the Pacific 
Mail. 

Mr. EscH. (^f course you have the Pacific Mail now ? 

Mr. Brown. That is only on the Pacific side, now. Previously we 
had it on both sides. 

Mr. Escii. On both sides? 

Mr. Brown. Yes, sir. 

Mr. EscH. That extended how far back ? 

Mr. Brown. Twelve or fifteen years — to 1878. 

Mr. Escn. Twelve or fifteen years back ? 

Mr. Brown. Yes, sir. 

Mr. Escii. Yet even prior to that time the company paid very con- 
siderable dividends, did it not? 

Mr. Brown. Yes, sir. 

Mr. Escii. Would it be possible to do that if the steamship line 
were discontinued? 

Mr. Brown. We do not think it would. 

Mr. Escii. You do not think it would? 

Mr. Brown. No, sir. • 

Mr. Escii. Would it be possible to make dividends if you retained 
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le three ships on the Atlantic side and discontinued the contract 
ith the Pacific Mail ? 

Mr. Brown. It would disarrange the whole schedule. It depends 
Itofirether on what policy is to be adopted, and what is to be substi- 
ite3 for the Pacific Mail. Without some substitution, we still think 
tiat it would make a loss of business. In order to make a satisfactory 
nd proper service, you must have one that is regular and efficient, 
nd it can not be done by tnisting to luck and taking your chances of 
laving a ship here when you want it, or somewhere else. You must 
lave regularity. 

Mr. EscH. Of course you have that now by requiring the Pacific 
ilail to make three trips a month ? 

Mr. Brown. Yes, sir. 

Mr. EscH. And you make the same number of trips on the 
Ulantic ? 

Mr. Brown. Yes, sir. 

Mr. Stevens. Do you know of any ships under the American flag 
hat would be fitted for that service on the Atlantic side? 

Mr. Brown. I do not know of any available. 

Mr. Stevens. The number of ships under the flag is limited ? 

Mr. Brown. Yes, sir. 

Mr. LovERiNG. What particular advantage has the Pacific Mail 
)ver any other possible connection on that side ? 

Mr. Brown. They have a larger amount of tonnage at their dis- 
}osal, and they run their business on business principles, and have had 
:he experience in this trade of upward of fifty years. They have 
lad upward of fifty years of this service. They have their agencies 
lU along the coast and are fully equipped to carry out the contract. 

Mr. Covering. Does the business that comes from the Panama 
Railroad constitute any very large proportion of the Pacific Mail 
business? 

Mr. Brown. I could not say what percentage it would be. I was 
just about to say that it was an important proportion; but Mr. 
Drake can answer that more definitely. 

The Chairman. Mr. Brown, I would like to ask you if you said 
that the contract between the Panama Railroad Company and the 
Pacific Mail Steamship Company could be terminated after three 
years upon ninetv days notice ? 

Mr. Brown, ^o, sir; the notice of ttonination has already been 
given. 

The Chairman. Now, is that correct? 

Mr. Brown. That the notice has been given? 

The Chairman. No, sir; but that either party may terminate tliat 
contract? 

Mr. Brown. Yes, sir ; it is correct. 

The Chairman. On tlie contrary, is it not true that the contract 
mures for three yeai*s, and may be continued for two more years at 
the request of either party ? 

Mr. Brown. That is, assuming that the option of cancellation had 
^ot been availed of, which has been done. 

The Chai53ian. Is there anything of that kind in there? lias not 
fte Pacific Mail Company, under that stipiihition, the right to con- 
tinue that contract for two vears i 
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•Mr. Wanoer (roadinjy) : 

SiibJ<'ft to the proviHloiiK of n (•ontenii)oniiuH)iiR aKi*tH»iiu»nt helween the pJ 
tloK thereto, of ev(»n date herewith. 

Mr. Browx. What is the date of that agi'eement? You will s 
that it is to terminate at the end of so many years — two or thr 
V(»ars. 

Mr. Shacklefori). But I think you will find that there is no clan 
bv which either party mav terminate it on notice. 

The Chairman. A\ill you read that, Mr. AVanger? 

Mr. WvNGER (reading) : 

Subject to the provisioiiH of n comemiKa'aiieouH ajfreeiuent between the parti 
thereto, of even date herewitli. thiH contract, except as herein otherwise express 
• prescribed, shall remain in force for tlin^e years from the 11th day of June, llKl 
and for the furtlier period of two years if either party sliall so elect, and 
such party shall have jriven notice of such election to the other paiiy at lea 
ninety days before the expiration of the first term of three years. 

The Chairman. Now, without some provision in the contenipon 
neous contract, I do not see how you will terminate that contract 
the other party wants to continue it. 

Mr. Cromwell. Here is the contemporaneous contract to whi( 
that is made subject, which may not have been brought to your attei 
tion, Mr. Chairman (handing pamphlet to the chairman]. It 
article 4. 

The Chairman (after examination). This reads: 

If at any time during the continuance of said traffic agreement, a majori 
of the shares of the railroad company or its railroad property shall be purchase 
or acquired bj- the United States of America, or by any person or jx^rsons repi 
senting it, or acting in its behalf, then either party hereto may give notice 
writing to the other of its intention to terminate said traffic agreement, and att 
expiration of six months fi'oni the giving of such notice the said traffic agreerae 
and the previtms articles of this agreement shall terminate, come to an end, ai 
be utterly null and void thence f(»rtb. anything in said traffic agreement 
herein contained to the contrary notwithstanding. 

Mr. Brown. That is just the i)osition, sir. That notice has be( 
given. 

The Chairman. Mr. Brown, I would like to ask you what is tl 
total cost to the Panama Kailroad Company of the maintenance ' 
the offices in Xew York? 

Mr. Brown. That is a quei&tion that I (;an not answer offliand. 

The Chairman. Aj)[)roximate it. 

Mr. Brown. Well, 1 presume we have the figures here, but I w 
say that it is less than $100,000. 

The Chairman. Does that cover all of the expenses of the steal 
ships and of the railroad ? 

Mr. Brown. It covers all the expenses of the clerical force ai 
office f()r(;e, and such things. Of course it does not include the shij 
officers or anything of that kind. 

Mr. Wanger. And it does not include the salaries of the officers 
the railroad company? 

Mr. Brow^n. I understand that is the whole amount. 

The Chairman. What are the salaries paid the officers of the coi 
pany in New York ? What do they aggregate ? 

Mr. Brown. I can not answer that. 

The Chairman. I want to see how much the officers of this coi 
j)any know about the management of this business. 
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Mr. Brown. Well, we have got quite a lar^e number there, and it is 
impossible for me to carry all those figures in my mind. 
The Chairman. Approximate it, if you pleas<». 
Mr. Browx. I can not answer that question. 
The Chairman. You can not answer it ? ' 
Mr. Brown. Xo, sir. 

The Chairman. Can you come within $50,000 of it? 
Mr. Brown. Well. I do not care to ini^^^ about it, sir, at all. 

The Chairman. AA^iat is your position in connection with the com- 
pany ? 

Mr. Brown. I am a director. 

The Chairman. A director. What is voiu* sahn'v? 

Mr. Broavn. None whatever. 

The Chairman. You liave no salary? 

Mr. Brown. Xo, sir. 

The Chairman. Xo c()ni])onsation ? 

ifr. Brown. Director's fees. 

The Chairman. Oh ! What are the director's fees? 
' Mr. Brown. The director's fees are $25 a meeting attended; execu- 
tive committee fees, $10 a meeting attended. 

The Chairman. How many meetings are there in a year? 

Mr. Brown. Well, tlie executive connnittee meets twice a week. 

The Chairman. Twice a week? 

Mr. Brown. The board meetings are twice a month. 

The Chairman. Then there are *21. and 104 meetings a year? 

Mr. Brown. Yes, sir. 

Th<» Chairman. At $10 a ni<H»ting? 

Mr. Brown. Yes, sir. Tli(» hoard meetings, twice a nu)nth, are $25. 

The Chairman. $25? 

Mr. Brown. Yes, sir. Thos<» uni the directors' meetings. 

The Chairman. That dov^ n(»t amount to sucli a smn as might be 
designated '" salary," in your judgment ? 

Mr. Brown. Xo, sir; it does not. It is only paid in case you are 
ihere. If anything happens ?o that you do not go. you do not get 
the fee. 

The Chairman. Are the meetings pretty generally full — fully 
Httended, I mean ? 

^h^ Brown. They are reasonably so. 

The Chairman, ^^^lat otlier salaries are paid there in the city of 
^ew York ? 

Mr. Brown. In other cor])orations^ 

The Chairman. No sir; in this one. 

Mr. Brown. That is the oidy orle I know of. sir. There is no other 
^inoliiment that I know of, in any wa3% shape, or manner to directors. 

The Chairman. Have you not salaried officers in connection with 
the railroad ? 

Mr. Brown. Yes, sir; there are some salaried officers. There is 
the president. 

The Chairman. What is his salary ^ 

Mr. Brown. We can give you the exact figures here. 

The Chairman. Do you know or do you not know? 

Mr. Brown. Yes, sir ; I know. 

The Chairman. AVhat is his salary? 

Mr. Brown. $10,000. 
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The ChAirman. What other officers get salaries? 

Mr. Brown. There is the vice-president and secretarj'. 

The Chairman. What is the salary of the vice-president? 

Mr. Brown. Well, about $8,000. I will not be sure whether it is 
$500 more or less. ' 

The Chairman. What is the salary of the secretary? 

Mr. Brown. That is embodied with that of vice-president. I re- 
ferred to the two together. 

The Chairman. The two offices are filled by one man? 

Mr. Brown. Yes, sir. 

The Chairman. Are there any other salaried officers ? 

Mr. Brown. The heads of all the departments. There are the audi- 
tor and the treasurer and the traffic manager and the purchasing 
agents and various others. 

The Chairman. Can you approximate what they aggregate? 

Mr. Brown. I could not answer without a list oi the names. I 
did not expect to be questioned on that, and I have had no occasion 
recently to look up the matter, and I could not say offhand. 

The Chairman. What change has been made in the salaries of any 
of these officers in recent years? 

Mr. Brown. I do not Imow, sir, that there has been any change at 
all. 

The Chairman. It is the same. Is it not true that the expense 
account paid by the Panama Railroad last year in the city of New 
York-its business there-all of it, steamship and railroad, aggre- 
gated about $200,000 ? 

Mr. Brown. I would like to have the stenographer read that ques- 
tion. 

(The question was repeated by the stenographer.) 

Mr. Brown. I would like to know what is included in " expense 
account." 

The Chairman. You take your definition of it. 

Mr. Brown. I have already stated that the expenses of the oflSce 
were, to the best of my recollection, within $100,000. That includes 
all clerical expenses. The disbursements of the ships and their sup- 
plies are separate. 

The Chairman. What was the total expense paid out there, I mean 
in the city of New York, last year? 

Mr. Brown. You mean including dockage and cost of piers and cost 
of wharves ? 

The Chairman. Yes, sir; anything. 

Mr. Brown. I can not answer that. 

The Chairman. Can you approximate it? 

Mr. Brown. No, sir; I can not. 

The Chairman. Was it in excess of $200,000? 

Mr. Brown. I can not say. 

The Chairman. What percentage of the gross receipts of the Pan- 
ama Railroad Company last year was expended for salaries, office 
rent, and similar expenses in the city of New York? 

Mr. Brown. I can not answer that question offhand. 

The Chairman. Can you approximate it? 

Mr. Brown. No, sir. 

The Chairman. Are you a member of the executive committee? 

Mr. Brown. I have been; 3^es, sir. 
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Mr. TowNSEXD. Are vou not now ? 

Mr. Brown. Yes, sir. 

The Chairman. Wliat were the gross receipts of the Panama Rail- 
aad Company last year? 

Mr. Brown. I do not carry those figures in my mind, sir, and it is 
npossible for me to answer any such questions. As 1 say, I have 
een connected with business elsewhere. I am, and for many years 
ave been, the Xew York representative of the Cunard Steamship 
!lompany, and I am not one of the managing officers of the Panama 
Uilroad Company ; and those who can give you those things are here 
)repared to do so, and I am not prepared to answer. 

The Chairman. WTiat was the gross amount of fees — ^you speak of 
hem as fees — received by you from the Panama Railroad Company 
astyear? 

Mr. Brown. I do not know. I should say, offhand, something less 
han $1,000, or about $1,000. 

The Chairman. How many directors and members of ihe execu- 
ive committee were there last year? 

Mr. Brown. There were 5 members of the executive committee last 
^ear, and the full number of the members of the board is 13. 

The Chairman. How many ? 

Mr. Brown. Thirteen. 

The Chairman. All of the meinb(»rs of the executive committexj are 
members of the board are they ? 

Mr. Brown. Yes, sir. 

Mr. Shack LEFORi). How many of the Canal Commission were on 
that executive committee ? 

Mr. Brown. One; Mr. Parsons. 

Mr. TowNSEND. Did the members of the Canal Commission get the 
same fees that you did ? 

Mr. Brown. I presume so. I was not the paymaster. I presume 
they were all paid the same. 

Mr. Brown continued his testimony in* a supplemental statement, 
which the subcommittee placed in the record, as follows: 

[Panama Railroad Company. Panama Railroad. Panama Ralh-oad Steamship Line.l 

New York, Febntary 20. J 905, 
Hon. I). W. Sha(:kleford, 

Chainnan Subcommittee Panama Inquiry^ 

Washington^ D, C. 

I^EAR Sir: In accordance with your request I submit my view? 
^^garding maintenance of the steamship line between New York and 
^he Isthmus of Panama, in connection with the railroad. 

I will say at the start that I strongly advocate a continuance of the 
present system of regular sailings, and a through connection wuth San 
Francisco and intermediate ports on the Pacific coast. 

First. The steamship line is an important feeder to the railroad, 
^nd its withdrawal would mean a serious loss in revenue. 

Second. The withdrawal of the line and substitution of steamers by 
jfidependent parties would inevitably induce higher freight rates, as 
it is hardly to be expected outside interests would be content with the 
present percentage allowed by thci railroad for sea transportatioi:. 
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With 46 miles of land carriage against nearly 2,000 miles by sea, the 
demand for a larger percentage than now exists would not seem 
unreasonable. 

This would mean reduced earnings for the railroad and increased 
freight rates to shippers, and the enormous amount of material, labor- 
ers, etc., to meet requirements of the Canal Commission would make 
the Government the heaviest sufferer. 

Third. The irregularities and uncertainties of a disconnected serv- 
ice would tend to discourage all shipments via the Isthmus for points 
beyond, and force shippers to avail of the transcontinental railroads 
even at materially higher rates, as reliability, regularity, and dispatch 
are absolute essentials with all transportation companies. 

Fourth. The through rout« to San Francisco via the Isthmus is the 
only check and regulator upon transcontinental rates, in corrobora- 
tion of which statement you have only to refer to the past records and 
agreements between those lines and the Panama Railroad Company, 
as explained to you when in New York. 

Filth. Canceilation of existing agreement with Pacific Mail Steam- 
ship Company, discontinuing its service from Panama north to San 
Francisco, I think, will prove a mistaken policy. My views on this 
point are based upon the experience with which you are familiar 
through the recent inquiries and investigations of your committee at 
the company's offices in New York, when the failure of the " opn- 
door policy " and the attempt to substitute outside ships for a thor- 
oughly equipped and well-managed line were shown to have resulted 
in disaster and the practical bankruptcy of some of the parties 
interested. . 

The only possible adv^erse criticism which the Government can 
make to the Pacific Mail agreement is its exclusiveness ; but without 
this, neither the Pacific Mail nor any other steamship line was willing 
to concede to the Panama Railroad Company the arbitrary fixing or i 
rates which it was so manifestlv in the interest of the railroad to 
control. 

In this connection I would remind you that the agreement author- 
izes the railroad to practically fix all through rates, both east and west 1 
bound, which is really the key to the situation as a regulator of trans- i 
continental rates. 

Sixth. With the withdrawal of its regular and reliable feeders, the ' 
revenue of the Panama railroad would be so largely impaired that 
its ability to pay dividends or even fixed charges might reasonably be 
questioned. 

Seventh. The suggestion to transfer the company's headquarters 
from New York to the Isthmus would, in my judgment, be a mosb 
unwise proceeding. New York is the great center of business, and if ; 
the steamship connection is to be maintained the advantages of Neyr 
York are too conspicuous to require any argument. Here all busi* i 
ness emanates, all contracts are made, ships outfitted and repaired, 
and this is the natural base of operations. 

Very respectfully, yours, Vernon H. Brown. 
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STATEMENT OF ME. EDWAED A. DEAKE— Continued. 

Mce-prpHident and nccrctary of the Panama Railroad Company, 

Mr. TowNSENi). T think you testified the other day that yon were 
the vice-president and secretary of the Panama Railroad Company? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. And that you had become vice-president on accoinit 
of the resignation of Mr. ^Mialey, who was vice-president? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. You were going tx> give me the other day the date 
of his resignation. 

Mr. Drake. It was September 18, 1904. 

Mr. TowNSEND. And since then you have acted as vice-president 
aud secretary ? 

Mr. Drake. I had acted as vicre-president and secretary for a short 
time before the beginning of the year. Mr. \Vhaley Iiad retained his 
directorship, but had resigned as vice-president. 

Mr. TowNSEND. He was acting as vice-president with special refer- 
ence to the tariff end of the business? 

Mr. Drake. He had been a member of the board for majiy yeai's. 

Mr. TowNSEND. Did you not testify, or somebody, that his duties as 
vice-president were to look especially after the interests of the Paris 
stockholders ? 

Mr. Drake. No, sir; I did not so testify. 

Mr. TowNSENi). Who did ? 

Mr. Drake. I do not know. Mr. Whaley was a very ])rominent 
tJngiiieer, who had been elected by the board as vice-president and 
general manager in 1895. He was j)articularly well qualified for the 
post. He visited the Isthmus regularly annually, and had entire 
charge of the care and operation of the property; and because of his 
faniiliarity with the langiuige, being a ])olygl()t, and being a man of 
large experience of railroad affairs and engineering, he looked after 
the affairs of the company both at home and abroad — in Europe. 
He atteided the conferences abroad, being a num of sufficient ability 
to adequately represent the large interests involved in the company, 
and he was elected to his position on that account. 

Mr. TowNHEM). Mr. Simmons is the president, is he? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. 1 asked him these questions, and he answered at a 
former session, as I will read : 

Mr. TowxsKNi). Mr. Siiniuons, can you tt»U mo wluit diitics the lirst vice- 
president i)erfornie(l prior to Mr. WHinley's rosiarnationV 

Mr. Drake. At the time Mr. Whaley was elected he was recom- 
mended to us very strongly, and among his reconunendations were 
^ho!?(^ of the principal shareholders, who were the French company. 

Mr, TowNSEND. Did he not state that the reason he resigned was 
because the Paris .c()m])any had [)arted with its holdings, and there 
^'as no further need for him ? 

Mr. Drake. He had contemplated resigning for some time l^efore 
l^ did, and when there was an entire change of ownership and an 
entire severance with the French company he resigned. He did not 

\ 
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resign at once, but remained as a director for some time, and then 
resigned. 

Mr. TowNSEND. What has bei^n your compensation — T think you 
have answered this once, but for the satisfaction of the committee I 
will ask you again — as secretary, prior to your assuming the duties 
of vice-president ? 

Mr. Drake. I had acted as assistiint general manager and secre- 
tary, and my salary was $7,000. At the time of Mr. Whaley's resig- 
nation I was second vice-president and secretary, and mv salary was 
$8,500. 

Mr. TowxsEND. What is your salary now ? 

Mr. Drake. $8,500, in the combined position of vice-president and 
secretary. It was not increased when Mr. Whaley resigned. I am 
the managing officer of the company to-day, under the direction of 
the president and executive committee. 

Mr. TowNSEND. Is Mr. Cromwell one of them ? 

Mr. Drake. His law firm, Messrs. Sullivan & Cromwell, are gen- 
eral counsel of the company. 

Mr. TowxsEND. Has he a salary ? 

Mr. Drake. He has an annual retainer, as is customary. 

Mr. TowNSEND. Of how much ? 

Mr. Drake. $6,000 a year. 

Mr. TowNSEND. Does he have any compensation besides that? 

Mr. Drake. We have, very infrequently, had to fall back on a pro- 
vision for other services of a legal nature whenever we have had occa- 
sion to have our counsel represent us in court, when they have had to 
try causes, argue cases, and especial service of that sort. There is a 
provision that counsel should receive additional compensation in 
such case only — suits in court. 

Mr. TowNSEND. Can you tell what compensation he has received 
since April, 1902? Your reports, I believe, are to the end of the cal- 
endar year ? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. Since December 31, 1901, then ? 

Mr. Drake. Nothing above his $6,000, except in one large suit in 
an English court about $3,000 and in a suit securing to us title to 
bonds about $2,500. There have been no other cases, and we have had 
no other pleadings in court. It is a general retainer that w^e pay the 
firm to cover all current work. I can tell by reference to the docu- 
ments. It would be almost impossible without so doing for me to sub- 
divide. I can tell you without looking at any documents, though, that 
there has been nothing 

Mr. Townsend. How can vou tell ? 

Mr. Drake. There is nothing to indicate that he received any- 
thing more than his annual retainer other than I have indicated. 
There are small cases of course arising continually, on which there are 
incidental expenses; for instance, expenses of the steamship line, of 
the piers, and suits for damages and adjustments that are chargeable 
to legal expenses. The expenses themselves are all charged m our 
subdivision of accounts to " legal expenses," so that while, if I were 
to stat^ the amount of $10,000 which appears here it would indicate 
that it had been all paid to Mr. Cromwell's firm, while as a matter (rf 
fact it has not. I am safe in saying that the firm of Mr. Cromwefl" 
has received in three years not exceeding two thousand a year fof 
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extra service regularly reported and on our files. The general item 
includes attorneys on the isthmus and our attorneys at Bogota. 

Mr. TowNSEND. You spoke of incidental expenses? 

Mr. Drake. That includes the cost of telegraphing or typewriting, 
and expenses incidental to settlement of suits, and he received, of 
course, the attendance fee of $25 a meeting for attending directors' 
meetings, 

Mr. TowNSEND. That is for his attendance at meetings ? 

Mr. Drake. Yes, sir ; whenever he attends. 

Mr. TowNSEND. He is a member of the executive committee? 

Mr. Drake. Of the executive committee and of the board. 

Mr. TowNSEND. Did Mr. Simmons, who was president, receive also 
an additional fee for his attendance on meetings? 

Mr. Drake. Yes, sir ; he did. 

Mr. Townsend. In addition to his salary ? 

Mr, Drake. Yes, sir. 

Mr. Townsend. So that if he had attended them all he would have 
received $1,640 per annum? 

Mr. Drake. Yes, sir. 

Mr. Townsend. Do you know whether he did receive that or not ? 

Mr. Drake. I do not know just what he received. We have in this 
summary a lump sum charged to committee and board fees. He was 
very regular in his attendance — seldom absent, as the records show. 

Mr. Townsend. Did you keep an accurate account of these ? 

Mr. Drake. Yes, sir. 

Mr. Townsend. Can you give them? 

Mr. Drake. The treasurer can. That is, a detailed account. The 
directors' and committee fees account in 1904 is $8,920 for 11 months 
to November 30. That is the total amount expended for directors 

The Chairman. Is not that the uniform charge for every member 
of the directory? 

Mr. Drake. No, sir. 

The Chairman. Do not they get their fees whether they attend or 
not, and is not that the aggregate, the total, of the fees for attendance ? 

Mr. Drake. No, sir; thej^ do not get their fees unless they attend. 

The Chauiman. Will you now turn to your report there and show 
^hat sum was paid to each one ? 

Mr. Drake. I could not do that. That would be shown by the 
vouchers and by the roll book. 

Mr. Richardson. You mean to say that they only got their fees 
^hen they attended ? 

Mr. Drake. Only when they attended. It is customary with some 
corporations to disburse the entire amount involved in fees for meet- 
^ of their executive committee, and to distribute it pro rata to those 
™ attend, but that is not our custom. 

Mr. Richardson. Do they usually attend ? 

Mr. Drake. The attendance is fair and regular. 

Mr. Townsend. I think you answered the question, but what was 
fte total amdunt paid? 

Mr. Drake. For the 11 months of 1904 it was $8,920. I do not 
blow what proportion of that sum should be divided between attend- 
Mice of .directors and the attendance of members of the executive com- 
inittee. The committee consists of six and the board consists of 13 
Biembers. 
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Mr. TowNSEND. Do you know how much it would have amounted 
to if thev had each drawn $1,640 a vear, the largest possible amount? 

Mr. Drake. It would be $13,440. ' 

Mr. TowxsEND. So that thev did not all draw their full amount? 

Mr. Drake. Oh, no, sir. There is always a quorum present to 
attend the meetings of the board, and it frequently occurs that the 
entire board is present. There is almost always in excess of a quorum 
present at meetings of both the board and the committee. A quonim 
of the board is 5 and of the conunittee 3. There is almost always an 
attendance of four of the committee and very frequently of all of 
them, but rarelj^ of all. 

Mr. TowNSEND. I will ask you, as Mr. Brown did not seem to know 
for sure, whether these canal commissioners who were acting as 
directors received the $25 a time for attending meetings of the board? 

Mr. Drake. They did, sir. AVhen they attended tl^e first meeting 
after their election there was some hesitancy about accepting it 
In fact, one director filed w ith us a letter, saying that he believed in 
the restriction — or rather that, under his construction of the Presi- 
dent's letter, he was not entitled to receive it. 

Mr. TowNSEND. Which one was that ? 

Mr. Drake. Mr. Gunsky. Later on — I do not know that it is 
proper for me to say this — upon an appeal to a ruling power, it was 
decided that the intention of that letter was not to invade the prac- 
tices of the railroad company, and that they were entitled to receive 
the fees which were disbursed customarily. In fact, it would have 
been invidious not to pay them. It would have raised the question 
as to whether any of the directors should receive their fees. 

Mr. Mann. We know usually what we refer to when we say "a 
ruling powder ; " in this case what was this power ? 

Mr. Drake. I do not know, sir. 

Mr. Mann. How do you know that it was " a ruling power?" 

Mr. Drake. It was decided that they could accept their fees, and 
from that time they have done so regularly. 

Mr. Townsend. Xow, you were going to analyze the item on page 
17 of your annual report. Those items are all about the same. I 
refer to the 1903 one in particular. I think they are paged in the 
same w^ay. This is on page 17 of the annual report to the stock- 
holders by the Panama Railroad Company, dated as of December 31, 
1903. It shows a balance to the credit of profit and loss of 
$4,191,929.91. You were going to analyze that proposition for us, 
so that we would understand what was included in that item. 

Mr. Drake. Yes, sir ; agreeably to your request made at the New 
York session, the treasurer has prepared the exhibits you desired 
and has certified to them. They are as follows: (1) Analysis of 
balance sheet as of December 31, 1902; (2) analysis of balance sheel 
as of December 31, 1903; (3) statement showing additions to prop- 
erty or capital expenditures paid for out of net earnings as of 1903. 

In addition to these the treasurer has prepared and certified as 
your committee requested: (4) Condensed statement of profit anc 
loss account from December 31, 1896, to December 31, 1902, showing 
the balance December 31, 1902, of $4,201,587.09; (5) condensec 
statement of same account from December 31, 189G, to December 31 
1903, showing the balance of $4,191,929.91. ' 

The Chairman. These will be marked as Exhibits 8 to 14, inclusive 
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Exhibit 8-9. 

Analysis of balance shrel of the Panama Railroatl Cowpanij, neccmher 31, 1902. 

ASSETS. 

Current assets : 

Coal and supplies on hand $187. <J8*2. 74 

Due from connecting companies 12.*^. 049. 27 

Due from United States Government 21,025. l."> 

Due from Republic of Colombia 21,367.21 

Due from companies and individuals 55. 279. IK") 

Accrued interest on deposits (J, 677. (H5 

Accrued interest (m securities owned 2, 047. 5() 

Unadjusted accounts 70,515.71 

Prepaid insurance and charter of steamers 19,500.27 

$517. 050. 86 



LIABILITIES. 

iccrued interest on bonds 37, 8o2. 50 

Pund for redemption of bonds i:{7, 025. 85 

Due Republic of Colombia 21,875. (K) 

A^llowance to cover excess interest over contract 
rate on 4 J per cent bonds sold to i)rei)ay in- 
debtedness due the contractors for new terminal 

at La Boca on October 15. 1905 39,380.44 

Current liabilities : 

Isthmus drafts not presented 13,591.11 

Cupons not presented 7,247.50 

Audited vouchers 5.3,032.21 

Unclaimed dividends 117. 00 

Due deceased or missinj; employees 2,230.70 



313, 038. 31 

Balance due Panama Railroad Company 204,012.55 

Improvement and construction acccmnts 114,456.98 

Fund for replacement of boilers and special reimirs to tugs 22, 544. S8 

Casli in banks and with agents 471, 525. 50 

Investment of surplus earnings : 

Additions to property paid out for earnings 

as per stiitement $1,627,604.44 

Bonds in treasury purchased out of earnings __ 20,*>, 037. 50 

1, 830, 041. 94 

Cost of road and equipment 12, 572, 009. 68 

Less additions to property paid for out of earnings. 1, ()27, 604. 44 



10, 944. 405. 24 

Bonds and stock amount to $10,299,000.00 

Less bonds in treasury (unissued) _ 913, 000. 00 

9, 386, 000. 00 

1,558,405.24 



Balance to credit of profit and loss 4,201,587.09 



SUMM.VRY. 

Balance of assets and liabilities due Panama Railroad Company— 204, 012. 55 
Suspense accounts, in process of transfer to (.>perating expenses : 

Improvement and construction accounts $114,456.98 

Fund for replacement of boilers and special 

repairs to tugs 22,544.88 

137, 001. 86 

I Cash in banks and with agents 471,525.50 

i Investment of surplus earnings 1,830,641.94 

i Cost of road and equipment in excess of bonds and stock issued 1, 558, 405. 24 

i 

4, 201, 587. 09 



Cash in banks and with agents, as stated above 471,525.50 
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The source from whence this cash was derived is as follows : From re« 
transportation of freight, treasure, mails, baggage, and passengers 
interest and exchange, lighterage, water supplied shipping, rental of p 
wharfage and light dues at Colon, wharfage at Panama and La Boca, 
and freight handling, telegraph, ballast, etc. : from sale of c-oal and sujip 
work done at machine shops for the public. 

S. I)EMi\<i, Trra 

February 17, 19(>5. 



Exhibit 10. 

statement shouitif/ additions to property or capital expenditures paid fo 

net earnings, 

1895. Steamers AUianca, Finance, and Advance $.33( 

1896. Two steel lighters 24 

1896. Land at Bohio i 

1896-97. Water tank and pipes to connect Monkey Hill reservoir. _ .' 

1897. Installation of electric plants, providing new staterooms, and 

other additions on steamers mentioned above .3^ 

1898. New floating pile driver 1 

1901. Electric-light plant. Colon 1( 

1901. Ice-making plant. Colon t 

1901. Dredging attachment for floating pile driver 1 

1901-2. New tracks, Colon yard li 

1901-2. Improvements to pier No. 2, Colon li 

1901-2. Three new coal lighters 3( 

1897-1902. New terminal at La Boca $2,220,357.13 

Lews provided by disi)08al of bonds 1, 087, 000. 00 

l,3:i: 

1902. Filling lagoon north of pier No. 1, Colon 4 

1902. Tank at Pedro Miguel i 



1,62'; 
February 17, 1905. 

S. Deming, Trea 
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AnalysiH of balance sheet of the Panama Railroad Company, Decemher . 

ASSETS. 

Current assets : 

Coal and supplies on hand $176,412.86 

Due from connecting companies 108,060.58 

Due from United States Government 24,437.16 

Due from Republic of Colombia 4,999.93 

Due from companies and individuals 48, 078. 50 

Accrued interest on deposits 13,682.96 

Accrued interest on securities owned 1, 777. 50 

Unadjusted accounts 12,513.33 

Prepaid insurance and charter of steamers 17. 595. 93 

.$407 

LIABILITIES. 

Accrued interest on bonds .*^, 137. .50 

Fund for redemption of bonds 1.38,951. 78 

Due Republic of Panama 21,87.').(X) 

Allowance to cover excess interest over contract rate 
on 4i per cent bonds sold to prepay Indebtedness 
due the contractors for new terminal at La Boca 

on October 15, 1905 26,061.95 
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Current liabilities : 

Isthmns drafts not presented $11,100.95 

Coupons not presented 1, 562. 50 

Audited vouchers 97,941.51 

Unclaimed dividends 119.00 

Due deceased or missing employees 2, 199. 02 



$333, 949. 21 



Balance due Panama Railroad Company 73,609.54 

Improvement and construction accounts 55,570.50 

Fund for replacement of boilers and special repairs to tugs 34, 002. 50 

Cash on hand 469,994.66 

Investment of surplus earnings : 

Additions to properly paid for out of earnings, 
as per statement $1,627,604.44 

Bonds in treasury purchased out of earnings.. 176, 037. 50 

1,803,641.94 

Cost of road and equipment 12, 628, 715. 12 

Less additions to property paid for out of earnings. 1, 627, 604. 44 



11,001,110.68 

Bonds and stock amount to $10, 159, 000. 00 

Less bonds in treasury (unissued)- 913, 000. 00 

9,246,000.00 

1, 755, 110. 68 



Balance to credit of profit and loss 4, 191, 929. 91 



SUMMABY. 



Balance of assets and liabilities due Panama Railroad Company.. $73, 609. 54 
Stispense accounts, in process of transfer to operating expenses : 

Improvement and construction accounts $55,570.50 

Fund for replacement of boilers and special re- 
pairs to tugs 34,002.59 



89, 573. 09 

Cash in banks and with agents 469,994.66 

Investment of surplus earnings 1,803,641.94 

Cost of road and equipment in excess of bonds and stock issued 1, 755, 110. 68 



Total 4, 191, 929. 91 



Cash In banks and with agents, as stated above 469, 994. 66 

The source from which this cash was derived is as follows : From receipts for 
^I'^portatlon of freight, treasure, mails, baggage, and passengers ; from interest 
wid exchange, lighterage, water supplied shipping, rental of property, wharfage 
and light dues at Colon, wharfage at Panama and La Boca, storage and freight 
handling, telegraph, ballast, etc. ; from sale of coal and supplies and work done 
at machine shops for the public 

S. Demino, Treasurer, 

Febbuaby 17, 1905. 

PAN RY— 05 7 
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Exhibit 13. 

Panama Rait.£oad Company. 

Condensed statement of profit and Joss account front December 31, 189 

December 31, 1902. 

Balance to credit of profit and loss December 31, 1890 $587,4 

CBEOITS. 

Balance to credit of voluntary sinking fund October 
10, 1897, transferred to this account, and which 
was applied as follows : 
693 general mortgage 7 per cent bonds due 
October 10, 1897, acquired by purchase, can- 
celed by trustees $693,000.00 

Balance required in addition to proceeds of sale 
of 2,000 4i per cent first-mortgage bonds to 
retire 2,686 general mortgage 7 per cent bonds 
outstanding in hands of public, due October 

10, 1897 705, 088. 34 

312 6 i^r cent sinking-fund bonds transferred to 

the treasury 312,000.00 

1, 710, ( 

Net earnings, less dividends paid : 

Earnings for 1897 409,873.37 

Earnings for 1898 266, 746. 73 

Earnings for 1899 295,2.31.77 

Earnings for 1900 446,764.68 

Earnings for 1901 259,590.12 

Earnings for 1902 295,384.40 

1, 973, 591. 07 
Less dividends : 

1901, 2 per cent $140,000.00 

1902, 4 per cent 280, 000. 00 

420,000.00 

1, 553, { 

First mortgage 4i per cent bonds redeemed and 

October 1, 1898, 141 bonds 141,000.00 

October 1, 1899, 140 bonds 140, 000. 00 

October 1, 1900, 139 bonds 139,000.00 

October 1, 1901, 141 bonds 141, 000. 00 

October 1, 1902, 140 bonds. 140,000.00 

701, ( 

4, 552, 
DEBrrs. 

Worn-out equipment (less value of usable parts), 
viz, locomotives, cars, lighters, and water boat 
written oflC 1897-1902 $253,509.38 

Expenses incident to the retirement of the general 
mortgage, 7 per cent bonds, due October 10, 1897, 
and the issuance of the first mortgage, 4i per cent 
bonds* replacing the former in part 27, 128. 13 

Uncollectible accounts written off and adjustment of 
sundry accounts, 1897-1902, net 69,920.60 

350, 

Balance to credit of profit and loss December 31, 1902 4, 201, 

S. Deming, Treas 
February, 17, 1905. 



• 
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Exhibit 14. 
Panama Railroad Company. 

'ondensed statement of profit and loss account from December SI, 1896, to Decem- 
ber SI, 190S, 

lalance to credit of profit and loss December 31, 1806 $587, 465. 79 

CBEDITS. 

lalance to credit of voluntary sinking fund October 10, 1897, 
transferred to this account, and which was applied as follows : 
693 general mortgage 7 per cent bonds, due Oc- 
tober 10, 1897, acquired by purchase, can- 
celed by trustees $693,000.00 

Balance required in addition to proceeds sale of 
2,000 4i per cent first mortgage bonds to re- 
tire 2,686 general mortgage 7 per cent bonds 
outstanding in hands of public, due October 10, 

1897 -1 705. 088. 34 

312 6 per cent sinking fund bonds transferred to 

the Treasury 312, 000. 00 

1, 710, 088. 84 

M earnings, less dividends paid : 

Earnings for 1897 409, 873. 37 

Earnings for .1898 ^ 26(5, 746. 73 

Earnings for 1899 295,231.77 

Earnings for 1900 440,764.68 

Earnings for 1901 259,590.12 

Earnings for 1902 295,384.40 

Earnings for 1903 401,068.30 

2, 374, 659. 37 
Less dividends : 

1901, 2 per cent $140,000 

1902, 4 per cent. 280,000 

1903, 8 per cent 560,000 

980, 000. 00 

1, 394, 659. 37 

First mortgage 4^ per cent bonds redeemed and can- 

October 1, 1898, 141 bonds 141, 000. 00 

October 1, 1899, 140 bonds 140, 000. 00 

October 1, 1900, 139 bonds 139, 000. 00 

October 1, 1901, 141 bonds 141, 000. 00 

October 1, 1902, 140 bonds 140, 000. 00 

October 1, 1903, 140 bonds 140, 000. 00 

841, 000. 00 

4, 533, 213. 50 

DEBITS. 

Worn out equipment (less value of usable parts), 
viz: Locomotives, cars, lighters, and water boat, 
written oflC 1897-1903 252, 969. 38 

Expenses incident to the retirement of the general 
mortgage 7 per cent bonds due October 10, 1897, 
M the issuance of the first mortgage 4i per cent 
twnds replacing the former in part 27, 128. 13 

Uncoiiectable accounts written off and adjustment of 

sundry accounts, 1897-1903, net 61, 186. 08 

341, 283. 59 



Balance to credit of profit and loss December 

31, 1903 4, 191, 929. 91 

^ S. Deming, Treasurer, 

Fkbbuaby 17, 1906. 

384303 
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Mr. TowNSEND. Before we reach this analysis, and in connection 
with it, Mr. Drake, I will ask you this : When you paid the dividends 
for 1902 to the stockholders of the company, did you sell or reissue 
any of the bonds which were being held in the treasury up to that 
time? 

Mr. Drake. No, sir. 

Mr. TowNSEND. Did you have cash in sufficient amount to pay that 
dividend ? 

Mr. Drake. Yes, sir. It was paid out of current cash. 

Mr. TowNSEND. What? 

Mr. Drake. It was paid out of current cash. 

Mr. TowNSEND. You have not issued any bonds, as I understand 
you, of any character since 1897? 

Mr. Drake. No. There was only one issue of the bonds, the first 
mortgage 4^ per cent bonds. There was an authorization for the 
issue of 4,000. 

Mr. TowNSEND. Four thousand or four million? 

Mr. Drake. Four thousand $1,000 bonds, amounting to $4,000,000. 

Mr. Shacjkleford. The current cash out of which you paid the 
dividends was cash that had been derived from the sale of the bonds 
of the company? 

Mr. DRtVKE. "You will see from the schedule I have presented that 
we could not have paid dividends with proceeds of bonds, for we 
state specifically how we otherwise disposed of those proceeds. Here 
is the schedule: " Current cash " is the general receptable for cash 
from all sources. For instance, the Panama Railroad Company had 
night before last, when I left the office, $500,000 in cash, in addition 
to its free bonds, $773,000. 

EXHDBIT 6 J. 

Memorandum concerning sale of 4 -^-2 per cent honds. 

How issued or disposed of: 

Bonds sold to retire 7 per cent bonds and proceeds so appUed 2,000 

Bonds sold account La Boca wharf and proceeds so applied 1,087 

Bonds sold account rebuilding ships and proceeds so applied 265 

Bonds balance In band (one since called and redeemed) «64S 

Total authorized issue 4,000 

Present standing or location of bonds : 

Bonds in hands of public 2,872 

Bonds redeemed by trustees 981 

Bonds In Treasury by purchase ^21 

Bonds in treasury & "'* 



Total authorized issue 4,000 

Mr. Shackleford. In that fund of current cash was contained 
money received from bonds issued to build that wharf? There was 
an excess of cash over and above the cost of building the Boca wharf 
extension, and that was a part of the cash out of which you paid a 
dividend ? 

« 22 of these were drawn by the trustees for redemption October 1, 1904, fira» 
leaving 626 unissued bonds in treasury, as per following statement: 
^ 647,000. 
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Mr. Drake. It was an excess ($119,000) of proceeds from the sale 
of bonds sold to provide money to pay the contractor. That was 
covered into " cash,'' naturally, because the bonds represented the 
eeamings that had been used for construction, and the 119,000 was 
passed mto cash. 

Mr. EscH. Did you not issue $265,000 for the repair of the 
steamers ? 

Mr. Drake. I spoke of an authorized issue of 4,000. The emission 
up to that total has continued .at various times and includes 265 bonds 
issued for the rebuilding of the steamers. 

Mr. Shackleford. How much was that? 

Mr. Drake. Four thousand bonds, or $4,000,000, which replaced 
the 4,000,000 sterling 7 per cent loan. 

Mr. Shackleford. Of the outstanding bonds against the company, 
how many are there ? 

Mr. Drake. Of the outstanding bonds against the company, 2,372, 
$2,372,000. 

Mr. Shacklei^y)rd. They go to make this credit to profit and loss? 

Mr. Drake. No, sir. 

Mr. Townsend. Can you tuim to that page there to which I have 
referred ? 

Mr. Drake. Yes, sir. 

Mr. Townsend. Will you please analyze that proposition for us, 
and tell us what that balance of $4,191,029.91 is composed of? 

Mr. Dr4ke. It is made up of the 

Mr. Townsend. What page are you reading from? 

Mr. Drake. From page 13 of one of the exhibits. At the time of 
the redemption of the 7 per cent sterling bonds the company applied 
$705,000 cash as a contribution to the redemption of the outstanding 
portgage. There were something like $3,000,000 of bonds outstand- 
ing, and they had to be redeemed. 

In anticipation of the maturing of that debt, the company, which 
has always been extremely conservative, had voluntarily provided a 
sinking fund, and had piled up liquid assets to meet that indebted- 
ness; and, in addition, 2,000 of the 4,^^^ 4J per cent bonds authorized 
Were sold, and from that sale the company contributed sufficient to 
exterminate that indebtedness, to redeem and cancel the outstanding 
honds. This first item of $705,000 was the contribution made at that 
time. 

Mr. Townsend. In cash? 

Mr. Drake. Yes, sir; in cash. I would like to impress it upon the 
conunittee that that fund w^as established voluntarily, and the secur- 
ities remained within the company's control absolutely. 

Mr. Townsend. What effect did that have on this" item of $4,000,- 
W)? You parted with the cash. Have you canceled the bonds? 

Mr. Drake. We canceled the bonds that wete paid ; yes, sir. 

The Chairman. How is that ? 

Mr. Drake. We destroyed the 7 per cent sterling bonds that were 
retired. 

Mr. Townsend. How could you carry that as an item to the credit 
of the pi'ofit and loss account ? 

Mr. Drakp:. The $705,088 was a contribution from earnings, and 
^as used to liquidate a capital indebtedness. It was part of the net 
earnings of the company. 
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Mr. TowNSEND. So that this item which you have stated — ^if not ^ 
to-day, at some other time — ^is acceptable for the payment of divi- 
dends, is composed of a book accoimt ? 

Mr. Drake. Not necessarily of a book account. It shows in this 
total to which the stockholders are legally, I might say and morally, 
entitled, because it was out of earnings. 

Mr, TowNSEND. How would they manage to pay a dividend if you 
wanted to rely on that alone ? 

Mr. Drake. If that method were to be adopted by the directors, as 
has been done in the history of the company, to issue a scrip dividend. 
As a matter of fact, there was nothing oi that kind done, however. 
It has nothing to do with the dividends that have been declared. 
They were declared out of earnings. It is a record of credit to be 
proud of, I assure you, gentlemen. You might ask what has become 
of the property cost of $7,000,01)0 in the outset. You might ask what 
there is to show for the cost. You would be entitled to something to 
represent that cost. That you have got this large surplus over the 
$7,000,000 and debt is due to the conservative manner in which the 
property has been managed. 

Mr. TowNSEND. I see that ; but is this item an item that can be used 
for the payment of dividends ? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. Tell me how you could use that payment of $705,- 
000, which represented cash that you had taken out of the treasury, to 
redeem the sterling bonds to that amount and cancel them ? 

Mr. Drake. I answered that once, and I can answer it again by 
saying that you reduced the mortgage indebtedness on your property. 
The cost of the property had to be charged to capital account. You 
reduced the lien against the property, as you had placed a mortgage 
on it and issued bonds for it, and it came, by the action of yoiir 
directors, to pass to your shareholders the increment which they were 
entitled to as shareholders in excess of the original cost. It is done 
continually. It has been done ; it is a common practice of corpora- 
tions. 

The Chairman. That would be true when you paid off the bonds 
with earnings; but suppose that you paid from the results of other 
sales of bonds, is it then equally true? 

Mr. Drake. No, sir; for that would be paying an indebtedness 
with an indebtedness. 

The Chairman. Certainly. Was not some portion of this sum the 
result of the sale of bonds ? 

Mr. Drake. No, sir. 

The Chairman. I thought you said two millions of the four mil- 
lions of the 4^ per cent bonds were sold ? 

Mr. Drake. Excuse me. That refers to a later date. That was 
subsequent to this payment. 

The Chairman. I understood you to say that this was cash ? 

Mr. Drake. Yes, sir; cash we took out prior to the maturing of. the 
7 per cent sterling loan. The company had made a practice oi invest- 
mg in outside securities and in its own securities, buying them in the 
open market for investment of its surplus earnings. For instance, 
we have now $22,000 of the 4^ per cent bonds that we bought in the 
open market. We considered them a good investment and we bought 
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1. We have at the same time $126,000 of the subsidy 6 per cent 
is, which were acquired in the same way prior to the liquidation 
he 7 per cent sterling bonds, and as the sale of part of those 
rities was necessary at that time to produce cash, the proceeds 
J applied to the liquidation of the 7 per cent sterling mortgage 
Is. Some slight residue remained ana it was carried into liquid 
, where it belonged. No evidence of that accumulation was ever 
id to the shareholders. The mortgage indebtedness which before 
had been a four million dollar indebtedness was reduced to a 
million dollar indebtedness, as a result of such application of 
ings. Unquestionably the stockholders were entitled to some- 
g to represent their earnings on their invested capital if the usual 
•se adopted by corporations had been foUoweoL Instead they 
3 been carried through the annual balances to this profit and loss 
►unt, and if to-day it were part of the policy of the board of 
ctors, this entire amount that shows to the credit of the profit and 
account could properly be issued to the stockholders, 
ir. TowNSEND. Now, will you explain the next item — the 7 ner cent 
tgage bonds? 

[r. Drake. It follows along in the same way. They were in the 
intary sinking fund and had been acquired with cash out of 
lings. 

[r. Town SEND. Before they were due? 

[r. Drake. Yes, sir. They were held as an investment in the 
sury of the company prior to their maturity, 
[r. TowNSEND. Are they in there now ? 

[r. Drake. No, sir; they were contributed for redemption of the 
ling mortgage in 1897. 
[r. TowNSEND. How? 
[r. Drake. The bonds at their face value were contributed toward 

eayment of the 7 per cent mortgage. 
'. TowNSEND. So that that item of $693,000 is not now included 
his balance of profit and loss? 

Ir. Drake. Yes, sir; it is, because earnings were taken for their 
chase. 

Ir. TowNSEND. Now, take the next item. 

Ir. Drake. It is a similar case. The accumulations held in the 
isury included three hundred and twelve of the company's 6 per 
t subsidy bonds bought with earnings. 

Ir. TowNSEND. Is any part of that $312,000 now in the Treasury? 
Ir. Drake. $126,000 ot that lot of bonds are in the Treasury to- 

►Ir. Townsend. So that is included in that item? 

At. Drake. Yes, sir. 

tfr. Townsend. How about the additions to the property? 

tfr. Drake. If you will turn to page No. 7, additions to property, 

I aggregate outlay for that purpose is stated there. That is, ap- 

}ximately. Of course there are many other items of smaller 

lount that are not added. It represents the additions that have 

mmade to the permanent construction of the road — ^$1,278,000.- 

Mr. Townsend. It is part of the capital ? 

Mr. Drake. Yes, sir. 

Mr.TowNSEND. Now, that is carried at that full amount in this 

im,is it— the $1,278,216.84, which you say is estimated? 
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Mr. Drake. No, sir; I said there were smaller items that might 
not be included. It represents the principal additions, all that are 
chargeable to capital account. 

Mr. TowNSEND. Now, the next item is the redemption of Pananu 
Railroad Company 4^ per cent first mortgage bonds, $981,000. 

Mr. Drake. Yes, sir. 

Mr. TowNSEKD. What is the condition of those? Are they in tie 
treasury now ? 

Mr. Drake. They are canceled. 

Mr. ToWNSEND. And they are not in the treasury? 

Mr. Drake. Not in the treasury. But the money has been ex- 
pended from earnings to redeem them every year, as I stated a mo- 
ment ago. 

Mr. ToWNSEND. So that is the same condition as the $705,000? 

Mr. Drake. Ves, sir ; it is a contribution from cash. 

Mr. TowNSEND. The next item is $21,987.fiO, Panama Eailroad 
Company's first mortgage 4i per cent bonds. Are they sfill in the 
treasury ? 

Mr. Deake. Yes, sir. They wore bought in llie open market and 
are in the trGa?in*y as :i liquid asset. 

Mr. ToWNSEND. You wrote out of that a depreciation of eqiiipraentf 

Mr. Drake. That is for equipment and material which is destroyed 
oi' bi^couies so worn out and can not be reconstructed. 

Mr. ToWNHENU. That is the only way that you count depreciation, 
when it can not be used ? 

Mr. Dr:\ki;. Yew, sir; that is destroyed and thrown on the scrap 
heap; for we maintain it otherwise as a current operating expense. 

Mr. TowNREND. Then it can not be used ? 

Mr. Drake. No, f'ir ; unless it be sold as " scrap." 

Mr. TowxsEND. Do you write off every year a certain amount ffflt;, 
depreciation of your equipment aside from that that is actoaUj' 
worthless? 

Mr. Drake. No. sir. On the other hand, we have made large 
expcndiliires each year to keep up the equipment. 

Mr. TnwxsuND. Do you not add to your capital when you do thati 

Mr. Dii.vKE. No sir: tluit outlay is charged to operating expenses 
and niiiiiitenance of plant — hence if a lighter were lost, or a ctf 
wciv (k'^ti'oved, or a train were ruined so that it was absolutely uae- 
ler^s. its rosi. if not rephiccd. would be " wrilten off" to profit and 
loss iii'coiiiit. and if replaced would be chiirged to operation. 

Mr. TnwxsENu, And yiiii would deduct from that anything that 

Mr. Drakk, Anytliiu;;' lliat was reconstruction we would charge to 
capital aci'imnt. ami anything (hat was not permanent improvemaiti 
to opiTiitiug I'xperi'i'. , 

,Mr. 'l'i>\\ nm-;M). Would viiK acdiict tliv article that was aetuallT. 
(Ii'sm.vcd.oc di'duct i(M-ost pncrf 

.Mi-.'DiiAKi-. W'l- deduct the i-osi as it stands on the books. IcW 
h'~{ illiislrcili' whiil T Wiint to sav liv answering your questions. Wj 
\n\\\- i^-i liglitcf-i in the Bay of Paiiajiia wliich are of the capacity of; 
fi-iiiii .'lO lo iTiO tons. Tf any one of tlii'se becomes useless and 1*1 
dc-li'incd. failing lo (hid the individual invoice in the records, ffSjl 
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have to approximate by taking an average cost and write off the value 
so established. 

Mr. TowNSEND. Now, you said a while ago that you keep your 
equipment up to par all the time ? 

Mr. Drake. Yes, sir; there are no complaints regarding its con- 
dition, despite its age. 

Mr. TowNSEND. And you do have something once in a while that 
you have to destroy entirely ? 
Mr. Drake. Yes, sir; such as lighters and cars. 
Mr. TowNSEND. Lighters and tugs, and so forth ? 
Mr. Drake. Yes, sir. Those are what you will find written off. 
I have in mind two or three lighters and a tug in the Bay of Colon. 
Then cars are destroyed, and things of that kind. 

Mr. TowNSEND. As I understand it, looking at page 13 of Exhibit 
No. 6, the only item aside from cash, possibly, is the second item of 
$693,000, and that does not appear in your balance of profit and loss. 
Mr. Drake. I do not think I said so, sir. I think it does appear. 
Mr. TowNSEND. I understood you to say that that had been dis- 
posed of now. 

Mr. Drakj:. No, sir. We applied $693,000 of accumulated earn- 
ings to the purchase of the $693,000 7 per cent sterling bonds, and we 
had them in the treasury prior to the redemption of tne bonds. 

Mr. TowNSEND. What I mean now is that you have redeemed the 
bonds, so that is no longer an item in that balance sheet ? 

Mr. Drake. The indebtedness was paid at that time with current 
earnings and the proceeds of the sale of 2,000 first mortgage 4^ per 
cent gold bonds. 

Mr. TowNSEND. Now, aside from that item and your dividends 
which you have declared since December 31, 1903, your balance sheet 
of 1904, or of November, 1904 — that is the latest that you have, I 
believe — for eleven months : vou hji ve it onl v for eleven months ? 
Mr. Drake. That is all. The returns for the vear are not all in. 
Mr. TowNSEND. Then what should that balance be to the credit of 
profit and loss in November, 1904 ? 

Mr. Drake. I have not the balance 

Mr. Townsend. Let us assume that you have it, and just answer 
this question. Your balance of 1904 would be a balance; would it 
be the balance of December 31, 1903. less the dividends vou have paid 
out, and item No. 2 on page 13 of Exhibit 6, $693,000 ? 

Mr. Drake. It would be the balance shown in the report of 1903, 
plus the earnings to April 1, 1904, and less the amoimt of disburse- 
ments during same period of 1904. 

Mr. Townsend. J^ow, what disbursements would vou take out of 
that? 

Mr. DRAitE. Such disbursements as for dividends and operating 
expenses, appropriations for depreciation, fixed charges, uncollectible 
nioneys, and items of that kind. 
Mr. LovERiNG. Is there not $150,000 for sinking fund taken out? 
Mr. Drake. That is for the redemption of 4J per cents. 
Mr. Townsend. Does that come out, too ? 
Mr. Drake, The proportion of that would be credited. 
Mr. Townsend. Now, I think I asked you some questions the other 
5 but I notice that our examination at that time was interrupted 
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frequently by different people testifying, so that I do not know ei- 
actly who was testifying, 

sir. Drake. I have every desire to have you got all the infomiE- 
tion. 

Mr. TowNSEXD. Yes; that is all right. We will get it all right 
KoM-, yon tii^t had negotiations with the Government, who submitted 
a proposition for the purchase, or the Panama Canal Company did 
submit a proposition for the purchase of their property in the spring 
of 1902, as I understand it ? 

Mr. Dr-^ke. You will please understand that I represent only the 1 
railroad company. I had nothing to do with this negotiation. 

Mr. TowNSEND. Perhaps Mr. Cromwell did. 

Mr. Dr.\ke. And I would like to emphasize the fact that the auton- 
omy of the railroad company has always been maintained. The 
canal company stood in the sBme position the United States Govern- 
ment has maintained, as the holder of the majority of the shares. The 
operation of the railroad company has been always entirely untram- 
meled by the canal comj>any. We have sought the advice, at times, 
and sometimes indication of the wishes, of so lar^ a majority of 
shareholders: bnt the company has always been administered accord- 
ing to the wisdom of the board of directors, and I again take this 
opportunity to refer to the record with pride. AVe have a valuable 
propei'ty, and we think it has been wisely and conservatively iidmia- 
1 stored. 

Mr. TowNSEXD. Xoiv. 1 wmit to know whether you can not, in the 
next few days, make out and submit to the committee a full, itemized, 
complete stiitcment of all of the expenses as shown in your office in 
N'ew York? You have that all here? 

Ml'. Drake. Yes. sir ; but I have it here for eleven months only. 

Mr. TowNSEXD. Y'ou have not that itemized statement! 

Mr. Drake. Such as a subdivision going back to the subdivision 
of the items that you have already spoken of during this session? 

Mr. TiiwxsEKD, Yes, sir, 

Mr. Dtt.\KE. I would have 1o work that out. I would be very glfid 
to do lliat if you want it. 

J]r. TnwNSExn. I would like to have you furnish a full statement 
of the iiniount that is paid to the officers and individual officers, includ- 
ing feiis. 

Mr. Drake. I can give yon all that excepting in i-egard to the fees. 

Mr. TowxsLXD. \Ye were speaking a while ago of the fact that yon 
had an item gi\'en to Mr. Cromwell, that the estimate showed you had 
given to Mr. Cromwell SIO.OOO. in addition to his salary, for the legal 
de|i:irtniciit. 

Mr. Drake. Xo, sir; I said including the item of his retainer. The 
ili'iii f(fi- the L'loven months was $C.fj('i7.!)0. I could give you the details 
of how that excess arose. Of course, in an eleven months' summary 
eleven-twelfths of $«.OO0. or $5,500. would be charged to that retainer, 
and the balance would be chargeable to the details which I can gif^ 
vou if vou want them. 

Mr. towN-sKXi.. Do vou n-lV; i, ..,]„■ ruvmints? 

Mr, ORAivf:. Of c(.ni->r .:. , . . ■ ^'v iiemized to the cent i 
have lirrc tlic details of r^.- -. ■ ■ minute details. 

Mr. Tnw.ssKXU. Are \'oii -'i:] :.; lu k-nc ili;il niemorandura witbtb® 
luiiiniill.v? 
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Mr. Drake. Yes, sir; but I do not want to surrender it until we get 
through with it. 
Mr. TowNSBND. What provision have you for the purchase of coal ? 
Mr. Drake. Bids are invited about March 15 of every year from 
several large coal concerns. We also receive various other bids. We 
receive bids from representative concerns for supplying our coal re- 
quirements for the ensuing twelve months, and the lowest bid is 
accepted, consistent with the quality required. 
Mr. TowNSBND. Do you buy it from one firm, usually ? 
Mr. Drake. It is a case of the survival of the fittest. We have 
bought our Isthmus supply for the last five years mainly of the Poca- 
hontas Coal Company. 
Mr. Town SEND. How much coal do you use? 

Mr. Drake. We contract for 50,000 tons, and use something ap- 
proximating that. 

Mr. TowNSEND. Has there been any change in the method of let- 
ting your coal contracts since the summer or 1902 ? 
Mr. Drakes No, sir. 

Mr. Townsend. Has there been any change in the price? 
Mr. Drake. No, sir. We contracted at $2.65 i)er ton f. o. b. Nor- 
folk, and it was understood that if there was anv reduction in* the 
selling price to other parties the company should have the benefit of 
that and the price has been reduced by t^at process to $2.50 per ton. 
Mr. Townsend. So that you are paying what now ? 
Mr. Drake. Three dollars a ton for bunker coal for the steamers. 
For the Isthmus supply I said that we had used about 50,000 tons — 
we contracted for 50,000 tons. We have the right to call for coal in 
Quantities as required, up to that quantity, on ten days' notice, so 
mat we call for it as neeaed ; and we have used now during the cur- 
rent year something like 35,000 tons, and that has been shipped, and 
the cost is reduced to $2.50 a ton. ♦ 

Mr. EscH. You are a dealer in coal in the Isthmus, are you not ? 
Mr. Drake. On the Isthmus, we are. As that question is raised, I 
may say that nothing in our concession or charter provides that we 
may be in business commercially. As we always have a large supply 
of coal on hand to meet emergencies, gradually our practice of selling 
coal has developed. We sold it until there was a renewal of com- 
plaint by some of the local morcliants that we wore invading their 
mercantile rights, and we decided to discontinue the sale of coal. 
We did so, and within a week after that the (lovernment, the 
merchants, and connecting linos besought us to resume the soiling of 
coal. 
Mr. EscH. Wliat government? 

Mr. Drake. The government of the Department of Panama. 
Mr. EscH. Have you an account of how much coal you sell ? 
Mr. Drake. Yes, sir. 

Mr. EscH. Is that in any of the information that you have fur- 
nished to the committee ? 
Mr. Drake. No, sir; but I can furnish it if you want it. 
Mr. EscH. I think that it would be desirable. 
! Mr. Drake. I can say that the profit on the sale of coal by the 
I railroad company amounted last year to about $85,000, because a 
W^e amount of it was used. A\^o have an arrangoniont with the 
United States Government by which we furnish its ships with coal 
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on application. We had an arrangement with the Colombian Gov- 
ernment, which was succeeded to by the Panama Government, to sdl 
them coal at the same price as to the United States Government. We 
sell to any ship there in need of coal, but, of course, at a different 
price. We sell to local consumers, but at a higher price. We sell to 
the United States Government at the same price as we do to our own 
departments. 

Mr. EscH. Then, when you charged yourself with the account of 
$111,000 in 1901, it says simply " expense." 

Mr. Drake. That covers the coal bought in New York for the ship 

Mr. EscH. And also there is an account for the same year lor 
$44,000 for fuel for locomotives. 

Mr. Drake. That is a subdivision of expense at the Isthmus? 

Mr. EscH. Yes. 

Mr. Drake. Applicable to the railroad. Those are two classes of 
•coal. 

Mr. EscH. Have you any separate account of the fuel that you sell? 

Mr. Drake. It can be taken out of the account. There is a regular 
•credit on the books from the sale of coal. 

Mr. EscH. But that account is segregated in the annual account, is 
it not? 

Mr. Drake. No, sir. It shows at the foot of profit and loss, or 
rather in the balance sheet it would show as profit on the sales of 
coal — sale of materials ; it is a separate item. 

Mr. ToAA'NSEND. There is one question that ought to have been 
asked a little earlier. The testimony of Mr. Simmons, I think, was 
to the effect that the list of officers which you handed us who were 
elected at the last annual meeting was shown on page 1 of your 
annual report for 1903. 

Mr. Drake. The report, Mr. Townsend, shows the status of the 
previous year. 

Mr. Townsend. Yes. 

Mr. Drake. And anv changes from that would show in the first 
page of the report for tKe current year. 

Mr. Townsend. Now I want to call your attention to this. 

Mr. Drake. I have a memoranrum here that I am going to leave 
with the committee. 

Mr. Townsend. Let me see that, if you please. 

Mr. Drake. I will have this prepared in better shape, if you like 
[handing paper to Mr. Townsend J . 

Mr. Townsend (after examination of paper). This includes the 
present officers? 

Mr. Drake. All those marked with a dash are the present officers* 

Mr. Townsend. Those marked with a dash? 

Mr. Drake. Yes. You asked for the record of the changes during 
the current year. That shows the officers elected at the beginning oi 
the year, and it shows the changes that have been made since then. 

Mr. Townsend. So that the present officers are Mr. Simmons 

Mr. Drake. Yes, sir. 

Mr. Townsend. Mr. Drake, Mr. Felton, Mr. Parker, Mr. Cromwell, 
and Mr. Brown, Admiral J. G. Walker, General Davis, Mr. B. M. 
Harrod, Mr. W. H. Burr, and Mr. C. E. Grunsky ? 

Mr. Drake. Yes, sir ; they with Mr. Parsons make 12, and there is 
a vacancy because of the resignation of Mr. Hecker. 
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Mr. TowNSBND. He resigned November 23, 1904 ? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. What did he do with his share of stock? 

Mr. Drake. It stands to his name on the books. 

Mr. TowNSEND. He never paid anything for that stock ? 

Mr. Drake. That I do not know anything about. 

Mr. TowNSEND. Did anv of these commissioners 

Mr. Drake. Admiral Walker, the chairman of the Canal Commis- 
sion, bought 100 shares of stock in the market, and out of that trans- 
ferred one share to each director, replacing shares that they had 
qualified with before. 
Mr. TowNSEND. Did Admiral Walker buy that stock for himself? 
Mr. Drake. Those shares stand in his name as chairman of the 
Commission. They were paid for with a warrant upon the assistant 
treasurer in New i ork. 
Mr. TowNSEND. So that he holds them for the United States? 
Mr. Drake. Yes, sir. 

Mr. Townsend. And all these other gentlemen who are members 
of the Canal Commission, and are now directors of the company,. 
hold their shares individually ? 

Mr. Drake. They are in their individual names. 

Mr. Townsend. Do you know whether or not anybody except 
Admiral Walker paid anything for his shares ? 

Mr. Drake. I oio not. 

Mr. EscH. Are the dividends paid to Admiral Walker and to the 
other members of the Commission ? 

Mr. Drake. Yes, sir ; they would be, regularly. By the by-laws of 
incorporation they have to be shareholders to be elected directors, so* 
that I know they were qualified before they were elected. 

Mr. EscH. Have they received any dividends ? 

Mr. Drake. Yes, sir. 

Mr. EscH. The checks were made to them individually ? 

Mr. Drake. Yes, sir. The corporation always sends checks to the 
party in whose name the stock stands. 

Mr. EscH. To whom was the Walker check issued ? 

Mr. Drake. To Admiral J. G. Walker, as chairman of the Com- 
mission. 

Mr. EscH. That was in the check, was it ? 

Mr. Drake, Yes, sir. That is the way he stands in the records 
of the company as a stockholder, as chairman of the Commission; 
and the Secretary of War, in whose namfe a majority of the shares 
^re placed, is also designated officially. 

Mr. EscH. Now, Mr. Shaler has resigned down there as superin- 
tendent? 

Mr. Drake. Yes, sir. 

Mr. EscH. And you have not filled the vacancy ? 

Mt. Drake. No, sir. The assistant superintendent is now acting 
suDerintendent. 

Mr. EscH. Does Mr. Prescott, who is acting as assistant superin- 
tendent, get the same salary that Mr. Shaler got ? 

Mr. Drake. No, sir. 

Mr. EscH. He is now receiving the same salary as when he was- 
^stant superintendent ? 
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Mr. Drake. Yes, sir. That position should be filled, one way or 
the other, for the good of the service, very shortly. 

Mr. EscH. Have you a list of the total expenses, so that you could 
itemize it, for the Panama end ? 

Mr. Drake. Yes, sir. May I ask with what particularity? 

Mr. EscH. The items for the payment of salaries and fees to men 
who live there in the employ of the company. 

Mr. Drake. There are no fees there. 

Mr. TowNSEND. You transfer your expenses for operating the road 
directly to the New York office? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. And that is reported here? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. These dates which are on the slip which you have 
given me here show when the former directors resigned and when the 
new ones were elected ? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. How were they elected ? 

Mr. Drake. By action of the board. By formal resignation of the 
director and election of his successor. 

Mr. Townsend. Have you had any meeting of the stockholders for 
the election of directors since the 

Mr. Drake. No, sir ; that will come on the 3d of April. 

Mr. Mann. How many directors are elected ? 

Mr. Drake. Thirteen are elected annually. The charter of the 
•corporation provides for that. 

Mr. Mann. Do vou know who is to represent the stock held by the 
United States at that meeting? 

Mr. Drake. I have not an idea. 

Mr. EscH. Does the evidence disclose that the cost of the New 
York office is about $90,000 ? It does, does it not ? 

Mr. Drake. Yes^ sir, $91,641.98. 

Mr. EscH. I notice in the annual account that you have a separate 
account for agency expenses? 

Mr. Drake. Yes, sir; steamship agency expenses. 

Mr. EscH. For instance, in the year 1901 there was paid as salaries 
of agents and clerks $29,000. Is that exclusive of the $90,000? 

Mr. Drake. It is shown under the general heading " Steamer 
'expenses?" 

Mr. Townsend. Yes, sir. 

Mr. Drake, Please look at page 19 of the annual report for 1901; 
you can get a general notion. 

Mr. Townsend. Yes, sir. 

Mr. Drake. For the different departments of the railroad, in the 
-charging up the expenses, the local department is charged with the 
incidental clerk hire and expenses. For instance, the general office 
is charged with all of the expenses applicable to Uie maintenance of 
the general office. The road department on the Isthmus and the other 
departments are charged with their proportion. For instance, con- 
ducting, transportation, maintenance of equipment, and maintenance 
of way and construction are charged witk tlieir proportions of the 
clerk hire. 

Mr. EscH. Where are these agencies? 
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Mr. Drake. There are a New York agency and a Colon agency 
for the steamship line. 

Mr. EscH. Then the New York agency account would be exclusive 
of the $90,000 ? 

Mr. Drake. Entirely, sir. The total expense of operating the 

steamship line is shown by this summary of operations for eleven 

months of 1904 under the heading "• Steamer expenses Panama R. R. 

S. S. Line." For eleven months the expenses, such as for fuel, 

repairs, stores, docking, injuries to persons, labor on cargo and coal, 

pamting ships' bottoms, stationery and printing, telegrams and 

cables, and insurance are all charged as operating expenses of the 

steamship line, and, in addition, all the expenses of the agencies of 

the steamship line in New York and at Colon are charged under 

"Agency expenses Panama Railroad Steamship Line," and the total 

of that subdivision is included with " Steamer expense account in 

operating expense Panama Railroad Steamship Line." The expenses 

incidental to the agency are for all advertising for the steamship line, 

rent and repair of docks and wharves, repairs, etc. When you get 

a lease from the city you are obliged to make all repairs and take all 

risks. It is a very strict lease, and the conditions are very onerous. 

I think that we have about the best dock lease in New \ ork. We 

have a lease on which we pay only $18,000, and the company could 

lease the pier for $60,000 a year. 

Mr. EscH. Then if we discontinued this railroad office at New 
York, this agency would have still to be maintained? 

Mr. Drake. Yes; if the steamship line were continued; and that 
amounts to $94,000 for eleven months, because it includes all such 

items as I have mentioned. 

(Thereupon the conomittee adjourned.) 



Committee on Interstate and Foreign Commerce, 

House of Representatives, 
Washington^ D, C, February 18^ 1905. 

. The committee met at 10 o'clock a. m., Hon. William P. Hepburn 
in the chair. 

STATEMENT OF ME. EDWAED A. DEAKE (continued). 

The Chairman. Mr. Drake, I would like to ask you a little further 
^ith regard to payments for attendance upon the meetings of the 
executive committee and the board of directors 

Mr. Drake. Yes, sir. 

The Chairman (continuing). By members of the Isthmian Canal 
Commission. 

Mr. Drake. Yes, sir. 

The Chairman. Do you keep a record of the meetings of the board 
of directors? 

Mr. Drake. We do. 

The Chairman. Do you keep a record of the transactions at the 
meetings of the executive committee? 
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Mr. Drake. We do, sir ; a full and complete record, full and com- 
plete minutes of everything that is don6. 

The Chairman. Have you those with you? 

Mr. Drake. No, sir. Those records are kept in very heavy record 
books. 

The Chairman. Do those records show the names of those who 
attend the meetings ? 

Mr. Drake. They do, for every meeting. 

The Chairman. For every meeting. How manv of the meetings 
of either the executive committee or the board of directors have been 
attended by members of the Isthmian Canal Commission ? 

Mr. Drake. Nearly all of the regular meetings of the board have 
been attended by members of the Commission since their election. 

The Chairman. Have members of the Commission, on each occa- 
sion, received their fees for attendance? 

Mr. Drake. They have, sir. 

The Chairman. Who, as you now remember? 

Mr. Drake. All of them except General Davis and Colonel Hecker, 
who were absent from the country. 

The Chairman. Fees at the meetings of the board of directors? 

Mr. Drake. Yes, sir. 

The Chairman. And also, were any of them members of the execu- 
tive committee? 

Mr. Drake. Mr. Parsons has been a member of the executive com- 
mittee. 

The Chairman. Yes, sir. Did he receive his fees for that attend- 
ance? 

Mr. Drake. Yes, sir. 

Mr. EscH. In that connection may I ask him a question ? 

The Chairman. Certainly. 

Mr. EscH. Are any of the members of the executive committee or 
of the*board of directors nonresidents of New York ? 

Mr. Drake'. Members of the board of directors are, yes, sir. Mr. 
Felton, president of the Chicago and Alton Railroad, is a non- 
resident. 

Mr. EscH. Where there is a nonresident director, is he allowed 
mileage ? 

Mr. Drake. No, sir. 

Mr. Mann. Are there any of the members of the Isthmian Canal 
Commission who are members of your board who were ever paid their 
traveling expenses? ^ 

Mr. Drake. No, sir ; I may say in further answer to your question, 
Mr. Esch, that there is no nonresident member of the executive com- 
mittee. 

Mr. Mann. Do any of the members of the Isthmian Canal Com- 
mission live in New York? 

Mr. Drake. Mr. Parsons and Mr. Burr do. - Mr. Parsons is a mem- 
ber of the executive committee. 

The Chahiman. Are the meetings of the executive committee 
and of the board of directors held on the same day ? 

Mr. Drake. No, sir ; except rarely. On an emergency, they might 
be, but not otherwise. The days are specified in the by-laws. 

The Chairman. And they never concur ? 
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Mr. Drake. In one or two instances they have, but very rarely. 

The Chairman. When was this fee for attendance of tne members 
if this executive committee and of the board of directors determined 
ipon? 

Mr. Drake. It was by resolution of the executive committee — some 
ears ago. 

The Chairman. How long ago ? 

Mr. Drake. Six- or seven years ago. 

The Chairman. Have there been any changes in the salaries or 
)mpensations made to servants of the company — officers and servants 
f the company — ^within recent years? 

Mr. Drake. There have been no changes in salaries to corporate 
Gcers. There have been some slight modifications of salaries to 
inor officials and subordinate employees. 

The Chairman. None since January, 1902? 

Mr. Drake. None since January, 1902; except, as I say, to minor 
Ecial — subordinate employees. 

The Chairman. The salary of the president was $10,000 prior to 
lat time ? 

Mr. Drake. Yes, sir; almost from the organization of the com- 
any. 

The Chairman. Yes, sir; that is all that I have on this subject. Can 
ou furnish the committee with an itemized statement showing the 
.mounts that have been paid to gentlemen who are members oi the 
sthmian Canal Ccwnmission for their attendance at these board meet- 
ngs and at meetings of the executive committee? 

Mr. Drake. Certainly. I promised yesterday to do that, sir. I 
an do it. There is a perfectly detailed account kept of every penny 
)aid to every member of the executive committee and to every mem- 
)er of the board. 

The Chairman. You will indicate in your statement the dividends 
)aid to them, will you, if any ? 

Mr. Drake. Paid to them as stockholders of the company ? 

The Chairman. Yes, sir. 

Mr. Drake. Very well. 

Mr. Cromwell. You can furnish that Monday, can you not? 

Mr. Drake. Yes, sir. 

The Chairman. It will be practicable, I suppose, to bring the 
ecords of the transactions of the' executive committee and of the 
oard here, will it not? 

Mr. Drake. Yes, sir ; perfectly. 

The Chairman. Will you do that on Monday ? 

Mr. Drake. Yes, sir. 

The Chairman. If you please. I think that is all I want to ask in 
iffard to this, Mr. Townsend. 

Mr. EscH. He was explaining in reference to the agencies when we 
[osed yesterday. I think you said, Mr. Drake, that you wished to 
lake an explanation with regard to that. 

Mr. Drake. Yes, sir. May I ask you for the question that was 
sked me? As I remember, it was a question as to the apportion- 
lent of the steamship agency expenses. I had stated that the general 
^penses were $87,000, approximately, for the year, and I had stated 
lat the expense of the steamship agency was an expense apart, and 

PAN RY — 05 8 
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charged diroctly to operation of the steamshin line. And I was^ 
explaining the items that went to make up the total of $95,000^ 
charged to agency exiKMis«»s of the steamship line for eleven months a:^ 
1904. It is by the addition of thes<» two itenis that the mistaken esti — 
matt»d aggregate of $2(X),0()0 expenses is made. I showed that th^ 
expens<»s of the st(»amship line were composed of the rent of buildings* 
and wharves, and rei)airs of wharves, and the other miscellaneous^* 
exptuises which I recdted; and the point was that the difference i^ 
betwet»n the general expens<*s and those of the steamship agency^ 
expenses. The whole of the expense of the steamship line and agency' 
is charged to the oj^eration of the line, and the net steamship resunt 
developed in that way. 

Mr. Escii. Did you ever maintain an agency at Paris? 

Mr. Drake. Yes, sir. 

Mr. E8CII. Do you maintain it now ? 

Mr. I>i{AKE. No, sir. It was discx)ntinued at the time of the resig- 
nation of Mr. AVhaley. When he returned to Paris he resigned tie 
active management and cx^ntrol of the company here, but retained his 
position as first vice-president, and was placed in charge of the Euro- 
pean department. It was a very important department, in that there 
are eight steamshij) lines from lOurope that connect with the Pananna 
Railroad at Colon, and a great many questions continually arise tb&t 
ne^.d consideration and adjustment. Conferences are held to fix rates 
for the carriage of the principal products, which agents of all of the 
lines attend. Mr. Whaley was always there, and besides attended to 
the business of the company in Europe, in general. 

Mr. VjHcii. Do you maintain an agency at San Francisco? 

Mr. Drake. We have a minor agency at San F>ancisco. The Pan- 
an)a Railroad Company is a line engaged in commerce with, in effect, 
the entire world. We have <»ight steamship lines connecting witii us 
at Colon on the Atlantic side, and each line has its home port. By 
meetings of the representatives of these lines there are frequent con- 
ferences to determine how the joint business shall be carriea on under 
the traffic arrangement between this company, these lines, and other 
lines which come to Panama. As I said, there are eight lines on the 
Atlantic and three lines on the Pacific, and the aggregate of the busi' 
ness has developed progressively since the i*ailroaa company escaped 
from all restraint it was under and assumed a dominant position in 
the commerce passing across the Isthmus. To illustrate, we may say 
that instead or being only the hinge of a nutcracker, it is the whole 
nutcracker, and is able to (control its own business. The foreign in- 
terests of our business \vere protectcnl by the vi(*e- president in wiarge 
of the European dei)artment. 

Mr. EscH. If you discontinued your steamship line, would that 
affect your contracts with European lines? 

Mr. Drake. Not with European lines. 

Mr. Escii. They would remain? 

Mr. Dkake (continuing). They would remain; but if the line were 
discontinued it would be reversionary in that it would restore the 
dominance and the ()pj)ortunity to dictate to the railroad corapftnv 
which was previously held by these lines. We have escaped irom 
that within the last few years and established a position in which the 
limits under which they can do business wdth us are defined, the limits 
of the reductions in rates are established, and the conditions under 



INVESTIGATION OF PANAMA RAILWAY COMPANY. 115 

which thev must do the business with us are eiifonteabh*, through our 
line, which has been progressively clevelope<l as a feeder of the rail- 
road every year, and has been used as a threat — I do not say that 
offensively — as a means that can be resorted to to compel the strict 
observance of the conditions by the European lines: b<»cause with our 
line we have always a way of doing the business ours<^lves. Before 
we obtained that position they often left us with three or four or five 
hundred cars blocked with merchandise, which thev would fail to 
move as rapidly as required. We have had our bills of lading so 
amended that the railroad is in a position to say '" Move that carco at 
once, or we will move it." Thus we are in control. So that, as I sav, 
in relation to European lines the policy of discontinuing the Atlantic 
Steamshij) Line would be I'eactionary, reversionary, and destructive. 
I use those terms in a commercial sense. I have been engaged in these 
interests of the company for the last fifteen years, and there is not a 
feature of it that does not show progress. 

Mr. Escii. Now, you state that the Panama Railroad is a regulator 
of intercontinental rates? 

Mr. Drake. Yes, sir. 

Mr. Escii. What proof have you of that ? 

Mr. Drake. For fifteen vears, from 1878 to 181)8, under the con- 
tract that we had with the t^acific Mail, by w^hich we received a lump 
sum for the businei^s w^e did; for that company this railroad only 
obligated itself to transport the cargo that was brought to it. The 
Pacific Mail did not canvass thoroughly for busine^ss. But the mo- 
ment that that contract expired we purchased steamers and established 
onr own line on the Atlantic, and they have l^en in service ever since, 
and we Ijegan to steadily develop that business, and by having an 
active, interested, speedy, and direct service to the railroad its tonnage 
has gi'own enormously. The whole business to the north of Panama 
Was small. Now the businass to San Francisco alone is 15 per cent 
^'f the business of the steamship line and 25 per cent of the business 
of the railroad company, and constitutes 50 per cent of the revenue 
of the country. It should not be forgotten that the Panama Railroad 
Company was the original transcontinental line, and its business has 
grown and its rates have been reduced from $25 a ton and per pas- 
.^enger in years past until now they are about $4.50 a ton and per 
passenger under our new local tariff. The business is increasing, 
out the ef|uipment has not been increased proportionately. That is, I 
niean we have been able to handle what is a mere bagatelle to a 
trunk line here, but is an enormous tonnage for a railroad on the 
isthmus 48 miles long. We have handled 400,000 tons a year over 
ihat railroad. That total has been transported by steamers to our 
terminals and taken off, transported across the Isthmus, and placed 
on steamers on the other side. And the " cargo loss and damage " 
in that service is only a fraction of 1 per cent of the total earnings, 
something exceptional in the history of railroads. I speak of that 
to the ci-edit or the men on the Isthmus. Our headmen there are 
active white men, Americans, etc., who were engaged here. Everv 
employee of the company w^ho handles the funds of the company is 
bonded. Our traffic with points north of Panama on the Pacinc coast 
lias develoi>ed and is carried from Panama on under our contract with 
Ihe Pacific Mail Sfeamship Company. We may assume, being practi- 
cally owned by our chief competitor, the Southern Pacific Kailroad 
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Company, is not in business with us disinterestedly. We forced the 
Pacinc Mail, as it did us for years, until we regained our independ- 
ence, when amicable relations were established. It is unfortunately 
true that the Pacific Mail Steamship Company is the only American 
line operating to the Isthmus on the Pacific side, as our line is the only 
American line operating on the Atlantic. Thus the withdrawal oi 
either one of them would terminate through traffic under the Ameri- 
can flag. We have at different times in the past been allied with the 
Pacific Mail and severed from them and agam allied with them, and 
are now about to be severed from them. We have established oui 
own line on the Pacific side in order to get freedom from the Pacific 
Mail, and it resulted in large loss to us and to them. They have a large 
steamship tonnage on the Pacific side and have their agencies anc 
plants all along the littoral, and we have been compelled again t( 
renew our connection with that company in order to escai^e loss anc 
obtain what is absolutely requisite, a direct, speedy, and certain con 
nection in order to attract business from the transcontinental lines 
Our rates are alw^ays at a cut of from 20 to 30 per cent (or more, aj 
may be necessary) to secure the business. Our ships are running 
regularly and full now^ ; in fact, if the line is to be continued we shoulc 
have ships of modern construction and more roomy, as our sliips arc 
barely adequate for the tonnage we are carrying now, but the business 
of the line is growing. Our opposition and that of the American 
Hawaiian Steamship Line via Magellan to the transcontinental line 
•s the only opposition they have. The Morgan Line from New Yorl 
belongs to the Southern Pacific Railroad, one of the transcontinenta 
lines, with which it connects at New Orleans. 

Our route is thus a controlling factor, because through it a shippe 
is able to secure a favorable transcontinental rate. 

The Chairman. You can not compete with the transcontinenta 
lines on fruit shipments from California ? 

Mr. Drake. On dried fruit. We do not handle the fresh fruit. 

Mr. Mann. What reduction has been made on transcontinental 
rates within the last ten years ? 

Mr. Drake. The transcontinental rates, I believe, used to average, 
before 1895, $18 per ton on the total seaboard traffic. As to present 
transcontinental business, while I can not speak certainly about 
them, I believe the average rate has been reduced to $14. Our traffic 
manager is here and can give you fuller particulars from the tariffs 
which he has. But we have had a controlling effect on their rates. I 
can illustrate that by sayins: that during the period of 1895 we put on 
a steamship from Colon to rfew Orleans, and we compelled the trans- 
continental by that one act to reduce a long-establi^ed $15-per-ton 
rate on wine by one-half, accompanied by an agreement not to restore 
the original rate in any case, in order to meet our competition. 

Mr. Mann. You control the rate from San Francisco to New York, 
by way of the Pacific Mail and your line, do you not? 

Mr. Drake. Yes, sir ; and w^e get 50 per cent of the through rate. 

Mr. Mann. The Pacific Mail gets 50 per cent for carrying from 
San Francisco to Panama? 

Mr. Drake. Yes, sir. 

Mr. Mann. You get 50 per cent for carrying across the Isthmus anc 
then to New York ? 

Mr. Drake. Yes, sir. The Pacific Mail makes a haul of 3,500 miles 
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and we make a haul of 48 miles across the Isthmus and of 2,000 miles 
to New York. They discharge their ship to us, and we handle the 
freight across the Isthmus ana carry by steamship to New York. 

5&. Manx. You say you are the controlling factor? 

Mr. Drake. No, sir ; I say we have a controlling influence on trans- 
continental rates. 

Mr. Manx. That is the same as being a controlling factor. Sup- 
pose you should reduce your rate 50 per cent, could that be done? 

Mr. Drake. It could oe done, with serious loss to us. 

Mr. M^vxN. Very well. Your road will be out of existence in a few 
years, so far as carrying freight is concerned. 

Mr. Dr.\ke. I beg to differ with you on that point. 

Mr. Manx. ^Vel]. of course you may differ. 

Mr. Drake. I think I can substantiate my opinion on that. 

Mr. Maxx. But if the rate is reduced would it have the effect of 
reducing transcontineiftal rates ? 

Mr. Drake. I should iudge so. It would depend entirely on the 
quantity that was carried by our route. The tonnage we have now is 
small as compared with the tonnage carried by the transcontinental 
roads between the seaboards, but, nevertheless, any reduction in our 
rate would have an effect. 

Mr. Maxx. You stated your rate had a controlling effect. 

Mr. Drake. I mean they have to meet our competition, because our 
competition is susceptible of development. 

Mr. Maxx. Then if the United States Government gets absolute 
control of the Panama Railroad and reduces the tariff from Panama 
to New York, that will have the effect of reducing tjie transcontinen- 
tal rate on all railroad lines? 

Mr. Drake. Yes; if the volume carried by ottr route was progress- 
ively larger. 

Mr. Maxx. I am tiying to get your judgment. 

Mr. Drake. I say to you frankly I think it would be ruinous to 
make the reduction you speak of. 

Mr. Maxx. You mean to the revenue of the property ? 

Mr. Drake. Yes, sir. 

Mr. Maxx. Assume that. That is a policy for the Government to 
determine. 

Mr. Drake. I want to modify that. I think you mav get a wrong 
impression from what I have said. With such a reduction of the 
through rate, it would be impossible to get a carrier on the other side 
to participate in the traffic, and we would have again to establish our 
own line on the Pacific side. It is a haul of 3,500 miles, and you 
^•hould give the present management the credit of having reduced 
rates as far as we could do so and still get remuneration from it. Any 
further serious reduction would be made under a policy that assumed 
the whole responsibility for loss of revenue. 

Mr. Maxx. You think that the Pacific Mail Company would refuse 
to carry freight from San Francisco to Panama, although they 
received the same, if the Government received less? My suggestion 
is that if we could reduce 50 per cent between Panama and New 
York 

Mr. Drake. And still give them what they receive now as an arbi- 
trary or fixed proportion of the throngli rate as reduced? 
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Mr. Mann. We may not be able to determine their rate>^. Would 
it have any etfect on them if they fixed their own rate? 

Mr. Drake. That would not be a through-billing business. By 
that method the throu^ rate would be the sum of the local rates. 
The thesis of through-billing business contemplates the issue of a 
through bill of lading by the initial carrier. 

Mr. Mann. You do not think it would make any difference at all if 
you reduced our portion of the rate 50 per cent from Panama to New- 
York and left that portion of the rate from San Francisco to Panama 
as' it is now? Would the Panama Railroad refuse to carrv the 
freight ? 

Mr. Drake. I do not think so. 

Mr. Mann. I understand that is the contract that is to be changed. 

Mr. Drake. Independent of the contract, that is the principle of 
through business, and the business would have to be done on a 
through-billing basis. If a $6 rate be established, and our present $4 
share reduced to $2 per ton, the Pacific Mail would receive G6§ per 
cent and we would receive 88/{ per cent. We would get $2 for our 
haul, and thev would continue to receive $4. 

Mr. Mann. If that was the effect, would that have tlie effect of 
reducing the transcontinental rate $2 a ton 'i 

Mr. Drake. On our raih'oad? 

Mr. Mann. No, no. 

Mr. Drake. Yes, sir; I assume it would. Our competition would 
then be of a character to effect a reduction in transcontinental rail- 
road rates, but our revenue would suffer. 

Mr. Mann. You spoke of the European lines. Wliy do you not 
maintain a European agency now if it was necessary before? AATiat 
is the difference in conditions? 

Mr. Drake. We do not, because we have been able to remodel our 
business. Mr. Whaley resigned, and we did not consider it necessary 
to appoint anybody else of equal standing to his position, and in the 
meantime we had reached an agreement with the European lines, 
which T have described before, upon a modification of the bill of 
lading, a remodeling of the classification, and the establishment of a 
division of rates on the percentage basis. 

Mr. Mann. When was that done? 

Mr. Drake. That end has been secured step by step within the last 
two years. We had been working for it seven or eight years and 
finally accomplished it, and the railroad has working arrangements 
with eight European lines on the Atlantic side and an American and 
two foreign lines on the Pacific side, and by virtue of the arrangement 
can in case of need name the line by which the shipments brought to 
our terminals and not speedily removed must go forward. M^e advise 
our connecting lines on each side of any additional connection on the 
other and assume responsibility for the newcomer until accepted. We 
give the initial carrier in all cases authority to make the rates down to 
an agreed minimum, and thereafter lower rates can only be made in 
case the initial carrier is mutually authorized to make them, so that, 
while the arrangement is not automatic, it is fitted to meet all require- 
ments. The traffic manager is engaged half of his time in answering 
inquiries and correspondence on those points. We have established 
the direction in the New York general office, so that we have better 
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control than we have ever had before, and there was not the occasion 
for renewing the European department after Mr. Whaley's resigna- 
tion for that reason. Most of the cargo that is carried both ways — 
all of that which goes to Europe being essentiallv products — is sent 
collect C. O. D. 

Mr. Mann. What proportion of the through rate from Hamburg 
to San Francisco do you get ? 

Mr. Dbake. Twenty-five per cent. We established a uniform pro- 
portion on business — on all business except from our own line. 

Mr. Mann. As a matter of fact, do you figure that you get 25 per 
cent of the through rate from San Francisco to New' York 

Mr. Drake. No, sir. We get 50 per cent. 

Mr. Mann. For the trip across the Isthmus, and then 25 per cent 
for the steamship transportation ? 

Mr. Drake. No, sir; that is not a fact, because we make a different 
distribution of that rate. Our line commences at New York with the 
steamship line and extends to Panama. There is a division of the 
through rate as between our cocarrier and ourselves of 50 per cent to 
each. There is a relative accounting between the steamship line and 
the railroad company. 

Ifr. Mann. Ii the freight is carried by any other line than your 
own, would you get 25 per cent for the trip across the Isthmus ? 

Mr. Drake, l^s, sir. I want to make a distinction as to San Fran- 
cisco business. The railroad company does not receive 25 per cent on 
that business, which forms the majority of its tonnage. 

Mr. Mann. What per cent do you figure belongs to the railroad trip 
across the Isthmus on the business you get between San Francisco and 
New York, and what per cent belongs to the steamship service between 
Cdon and New York ? 

)Ir. Drake. The earning is divided between our railroad and steam- 
ship line on the basis of 55 and 45 per cent of our 50 per cent of the 
throu^ rate. Forty-five per cent of 50 per cent would be 22^ per 
€ent of the through rate for the railroad. 

Mr. Mann. If the rate across the Isthmus, where you now get 25 
percent of the through rate, was reduced, would that have any effect 
on the total of the through rate between San Francisco and foreign 
points? 

Mr. Drake. Yes, sir. The through rate should be reduced propor- 
tionately. 

Mr. Mann. That is to say, you think the steamship company 

Mr. Drake. I think they should, but would not change their rate. 
There would be a repetition of what has occurred before as the result 
of like attempts that have been made in the past. For instance, 
Mr. De Lesseps sought to make the railroad a mere transfer road and 
make uniform rates or tolls for passengers and cargo — that is, so much 
per capita and per ton — and the result was illustrative. He began 
with the Central American and Mexican business. 

Mr. Mann. Did he make a reduction of freight rates ? 

Mr. Drake. Yes, sir: over the railroad. 

Mr. Mann. What effect did that have on the transcontinental lines? 

Mr. Drake. They were not in that particular business. I was 
speakinff of foreign business. I was using that incident as an illus- 
taition/because I thought it answered your question. 
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Mr. Mann. There is more or less foreign business to San Francisco! 

Mr, Drake. To San Francisco, but not from it. 

Mr. Mann (contiiuiiiip). And Hamburgh 

Mr. Drake. I would like to finish that story, sir, because it is perd- 
iient, and answers your question, in a way. You asked what effect it 
would have on the through rate, and I sa'id that it should diminish it 
to the extent that we reduw. The carriers on both sides, however, 
absorbed our reduction and maintained the same through rate that 
was in effect before the railroad company made the reduction. 

Mr. Mann. That is the illustration vou give, but you think it would 
not have that effect now ? 

Mr. Drake, No, sir, 

Mr. Mann. I understood you t.o say that it would reduce the 
through i-ate. 

Mr. Drake. The through rate should be reduced to the extent we 
made our reduction, but whether it would or not would depend on the 
connecting lines. 

Mr. Mann. What is your judgment about that, whether it woald 
increase the returns of the road, or whether there would be a redac- 
tion on the through rate? 

Mr. DiiAivK. T think it Avould ultimately effect a I'eduction of the 
thniii'ih rate, iicfaiise we should insist upon it. and would bring it 
;ib,.t;t irirlH-;-]i(l. 

Mr. M.vxN. Is that the effect, more or less, of the transcontinental 
railroad? 

Mr. Drake, I do not understand you. 

Mr. Mann. Is all that foreign business aft'ected by the transeonti- 
nental railroad? 

Mr. Draivi:. Yc>. -^ir: ;i great deal of it goes by United States and _ 
Canadiiin roiiles. 

Mr. Mann. Arc not the steamships running fn>m Hamburg to 
Philadelphia and New York and Baltimore in competition with the 
^loaiu-ihip lines that go to Colon, carrying through freight for San 
Fraiicisj'o'S 

Mr. Drake. Yes. sir. 

Jlr. Mann. The steamship lines that run to New Orleans are alw 
ill fOui|K'tittou with the steamers to Colon on through freight to Snti 
Francisco? 

Mr. Drake, Ve~s, sir. 

Mr. .Mann. .So that a reduction of the railroad rate in Parana n^ 
likely to affect the rate all the way through on all of the.se, lines? 

Mi-. Drake. It should. To reJluce the railroad rate would not be 
remuui'rative to the railroad. It would jeopardize the railroads 
revenue. 

Mr. M VNN. That is vt-ry likely, but we are building a canal down 
tlieie that "ill rosl st-wi'a'l hundred million dollars, and I think that 
ui'bndv <-\fv assiniH's liiat il will be leinuiicrative. 

.Mr.' DuMvi;. KxriiM> uic, but ihc vaily<iad has certain obligations 
ilial il luusi Liicrl. \\'r |iay $i!.'iO,000 to thi' Rejjublic of Panrmiii, nn"! 
Ml' have -!> per cent umrtgagc bonds which reqiLire a redemption fund 
of $iriO.O(X) a vcar. aiifl uiust j>av interest on the outstandmg bonds. 
All of that amouiit~ to !H^,0nO a month— over $.500,000 a vear— now, 
and will i'nr Iwi'iUv vears. llw piivmcuts will have to be mwde bj 
the railniad.aiid th.^'railruad ha- to, -am the ihompv. and if tho mil- 
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road is to be put in a position so that it can not, it must be because 
there is an owner who takes the responsibility. 

Mr. Mann. Does that company pay the $250,000? 

Mr. Drake. Yes, sir. There is a misunderstandinj? al>out that. 
The company's annual indemnity to Colombia was capitalized in 1880 
for twenty-eight years and the railroad consequently pays every 
year by the redemption of these bonds, and in the oxtinction of that 
bond in 1008 the railroad will resume pajring the $250,000 in cish, 
and will continue to pay it until the expiration of our concession, 
wliich is in 1969. So that when you contemplate the reduction of 
the earning power of the property, I ask you to consider what the 
effect would be. It would be tlie destruction of what is to-day a weU- 
t^tablished, largely remunerative business, and has alv.ays been so. 
The railroad has $38,000,000 in net earnings since it was organized. 

Mr. Mann. Do you think it would be wholly improper for the 
Government, which proposes to construct a canal, and then make a 
charge that will be nominal in comparison with the interest and the 
expense, to consider that it may also reduce a freight rate without 
re^'arcl to i^rofit ? 

Mr. Drake. I do not want to conmient on the propriety of the 
policy, but I think, judging from my standpoint, a commercial 
one, it would be a mistaken policy, in view of the responsibilities 
attaching to the operation of the railroad ; and as to one thought on 
this, I am one who believes that the railroad will continue to operate, 
as it always has, for the reason that all of the lines which come to 
Colon or Panama are circulatory lines. Their vessels start from 
their home ports and stop at ports on the way along until when 
they reach Colon or Panama they have a comparatively small quan- 
tity of cargo for transportation over the railroad, and there are eight 
such foreign lines, at least, in connection with us at Colon and 
three on tne Pacific side in the business. Those lines are going 
right on with their circulatory business the same as the railroads 
nmning in the interior of the country. When the canal is com- 
pleted it is not going to change that business, which will go on just 
the same as the service of the Panama Railroad will be going on, and 
that service is going to be resorted to the same as all railroads are 
resorted to for the quick transfer of small lots of cargo that would 
otherwise be combined and constitute a load . for a through ship 
that might be long delayed to complete its load before passing 
through the canal. 

The railroad will supply that need and will, I expect, do business 
of much larger aggregate than is generally anticipated. I believe 
that the plans of the canal contemplate providing for the transpor- 
tation of freight over the railroad at a very much reduced cost of 
operation, because of increased equipment and enlarged terminals, 
and that of itself will attract business, as increased facilities always 
attract business ; hence I believe that the railroad will continue to be 
an important factor in transportation across the Isthmus. You 
may arrive by steamship one morning at one terminus of the canal, 
and your steamer will be going through the canal; it will take it 
twelve hours to get through, and you will not want to stay on the 
steamer all that time, and you will use the railroad, and with your 
baggage run a<;ross and meet the steamer on the other side when it gets 
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through. That is going to constitute a business that no one can 
estimate. 

Mr. LovERiXG. To return to the meetings of the board of directors 
and the executive committee, can you tell the committee what the 
character of the work is that that executive committee is called upon 
to do ; what questions are they called upon to consider, to give tneir 
judgment and experience upon? 

Mr. Drake. Everything relating to the operations of the com- 
pany. I, as executive officer, carry out all measures adopted by 
the executive committee. There is no official act of mine of any 
importance 

Mr. Ijovering. Do they take up the matter of business connected 
with foreign lines, and such matters as the rate on coffee, and 

Mr. Drake. No, sir; that is left to the traffic department. 

Mr. LovERiNG. That is not brought to their notice ? 

Mr. Drake. No, sir. 

Mr. LovERiNG. \\Tiat questions are brought to their notice ? 

Mr. Drake. All questions of policy ; all questions of action ; the exe- 
cution of contracts. I might answer your question of a moment ago 
by saying that no contract is made with these connecting lines, or no 
agreement that is not submitted to the executive committee, and their 
decision transmitted to the executive officer. The minutes of the 
meetings of the executive committee are very full, and show that every 
such question as the operation of the railroad and increase of ite 
facilities and the making of contracts with connecting lines, and the 
purchase of material, and in fact every question governing the policy 
of the railroad companv is considered bv the executive committee. 

Mr. Ijovering. And it is that that makes it important to have 8 
high class of men as directors and members of the executive com- 
mittee ? 

Mr. Drake. Yes, sir ; I think there is no board that can be pointed 
to that has members of higher standing, individually or collectively, ^j 
It has been my privilege to sit for years with such gentlemen as Gen- \ 
eral Newton, who was the president of the board before J. Edward j 
Simmons, who holds many other similar positions; Mr. Gallaway, 
who is president of the Merchants' National Bank ; Vernon H. Brown, 
who is the New York representative of the Cunard Line; Mr. Crom- ; 
well ; Mr. Hopkins, who w as the president of the New York and Sus- , 
quehanna Eailroad Company ; Mr. Whaley ; Mr. Felton ; Gren. W. R 
Franklin, who was, as you all know, Chief of the Engineer Corps, 
and Gen. C. B. Comstock, who succeeded him because of his similar 
relation. Men of that class have always filled the places of directors 
in the company. I have forgotten to mention Mr. J. H. Parker, 
ex-president of the New York Cotton Exchange, and Mr. Einsiedler, 
managing representative of the Credit Lyonnais in this country. ^ 

Mr. LovERiNG. Do you think that the business could have been car- ^ 
ried on as well or as profitably without the assistance of a board com- . 
posed of this class of men ? r 

Mr. Drake. No, sir ; I think it is essentially necessary — it has been 
for the past operations, and will be for the future, that there should 
be a board of that character. . . I 

Mr. TowNSEND. Mr. Simmons has not devoted much of his time 
to it? 
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Mr. Drake. On the contrary, he is a very regular attendant at 
meetings, and I think that no one has attended to the bnsiness of the 
company more regularly and attentively. He is always in touch with 
the company. 

Mr. Wanger. We understand the Pacific Mail Steamship Company 
X) be a competitor of the transcontinental railroad lines, or is it con- 
rolled or dominated by them ? 

Mr. Drake. A majority of the stock is owned by one of those lines. 

Mr. Wanger. Which one is that ? 

Mr. Drake. The Southern Pacific Railroad Company. The 
^acific Mail Steamship Company is a company incorporated in New 
Tork State that has been in active operation ior fifty years and has 
3-day an establishment all along the Pacific coast between Panama 
nd San Francisco. It has its agencies and fleet of steamers engaged 
a that business, but I believe it was acquired chiefly because of its 
fceanriship service across the Pacific. The Southern Pacific Railroad 
quired control of that line ; nevertheless a contract was made with 
IS because only an American line is allowed under the coastwise law 
carry business between United States coast points and because 
rithout coastwise cargo their line would be operated at a loss. With 
larnings from their port to port business and our coastwise traffic 
hey can operate at a cost that will enable them to accept the agreed 
proportion they are allowed out of our through rate. 

Mr. Wanger. Do you know how the rates charged by the Pacific 
Mail Company for the transportation of freight from San Francisco 
to Panama compare with the rates charged by them to South Ameri- 
can ports ? 

Mr. Drake. I can not say. 

Mr. Wanger. Are not the rates considerablv higher to Panama 
toan to points m South America ? 

Mr. Drake. Our rates ? 

Mr. Wanger. No, sir; the rates of the Pacific Mail Steamship 
Company ? 

Mr. Drake. I do not know. We have no statistics on that. We 
^ave not their tariffs except on the through business. 

Mr. Wanger. You have no knowledge of it ? 

Mr. Drake. We are not concerned in their local business. 

Mr. Wanger. You have no kno\Yledge of what their local tariffs 
re? 

Mr. Drake. I can obtain the taritT, if you wish it. 

Mr. Wanger. Do you know whether or not it is cheaper for a 
Merchant in Panama to obtain his goods on the Pacific coast of South 
•America and then ship them from there to Panama than it is to have 
lem shipped direct from San Francisco to Panama? 

ilr. Drake. That varies on special commodities. There are a great 

lanv eccentricities of traffic. AVe find, for instance, that flour is 

ovmg from Guayaquil to San Francisco and from San Francisco to 

uayaquil at the same time; and we find the same thing on su^ar. 

Tien producers are seeking markets sea rates are made competitive, 

id sea rates vary as a natural result of such competition. 

Mr. Wanger. Is there any competition with respect to the port of 

inama ? 

Mr. Drake. There are no steamers that run to Panama now except 

ose that connect with our line. The two steamship lines that 
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connect with the south are the Pacific Steam Navigation Ctompan] 
and the Chilean Company, so-called: and one from the north, thf 
Pacific Mail 8teumship Company. There are no other regular lina 
there. 

Mr. Wanger. Do yon know whether or not there are any traifi 
itgreements between the Pacitic Mail Steamship Company and flu 
lines themselves? 

Mr. Drake. Yes, sir: there are. ^Ve our.'ielvea were the means 
bringing about an interchange of traffic at that port, but the eoniK' 
tions ofthat interchange we do not laiow. I must speak by hearsny 
but I believe that the returns to each party out of the through rate 
established on a mileage basis. 

Mr. LovERiNG. In your opinion, would it be advisable for 
United States, after it takes possession of everything — the railn* 
and everything else, and the management of the railroad, and » 
forth — do you think it would be good business to retain an official cob 
nection in the city of New Vorkf 

Mr. Drake. I think it is absolutely necessary. I make that stat( 
ment without any bias, because I am operating an office for the prop 
erty, I think it is absolutely necessary, because the business, asj 
explained OLivlifi'. i^ inanaged entirely from here now. All of tl| 
returns of the niiii]>iLiiy's business are received here, and all of the ratr^ 
are estai)lishiHi fi'oni lii'iv, and all of the machinery of the company 
here, and I itiink it would lie a great mistake to revert to the old coi 
ditions wliich obtained when Colon was the terminal of the railroaii 
company, because Xew York is a commercial center. The business 
of tJie line to-day requires a large clerical force of a character th»t 
could not be retained periiiani'ntly on the Isthmus as it is retained 
here, because of the necvs^ilv fur jri\ing long periodical vacations, 
whereas here we have men who li;ni' jrrown Tip in the business who 
are constantly engaged in dK-ckiiijr tlie accounts and are fully in- 
formed of conditions i-elating to traffic with our cocaiTiers. 

Mr. LtiVEHiNi!. Does not the Xew York management govern iind| 
indicate what freight will be available at Colon — at Panama? Lsit 
not all known in New York? 

Mr. Drake. The whole business is done in New York. 

Mr. I>iVEi{iNG. And a ship arriving thei-e knows before it arrives 
oven, or knows wlic.n it does arrive, that it will have a cargo? 

Mr. Du.uiK. Vl■^. ^ir: we art' iulvisi'd of the arrival and departure 
of the ships mnl thi' iimonui nf (.-ar^u they have or may expect. That 
does not aj)|)ly to tlii' Kiinij-ifaii niai-ivets. i 

Mr. ]^)\ki!im;. \ou have a great deal of demurrage? 

Mr. Drake. The .sliips move regularly. I may say that there ffeT^j 
within line week iji December. 20 large steamers handled in the purf 
of Colon, where we have only three wharves at present, without Wif 
demurrage or any iiiti'n'ii|itiiiTi i>f regularity. There was some lifl* 
intprru])liun. Iml wr \vi'!>' abb', by (nir organization down there, tff 
handle it: IklI willmnl liic nfliicr^ in New York it would be mM* 
difficult 1(1 uiaiiiige it. beoaiiM' frii'linn and delays can be more speedilji 
repaired between princijials. 

Mr. I>ivKRiN(!. It \M.iil(l be more diffirnlt without the officers in Ne* 
York? , 

Mr. DiiAKK. The wlii.li> hii-iiiesv is directed from New Y'ork. Vnm 
o\\v null',"— imi we ari' I'ciinpelli'il to fi-raiu a representative down thefe^ 
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but the operations are all directed from here. We have a general 
manager who is in close touch with the railroad all the time, and the 
supenntendent reports to us by every mail everything that needs 
consideration here, or that he needs authority for there. Anything 
that is important and requires the action of the executive committee 
is submitted to it. Every outgoing mail is bulky with letters con- 
taining instructions to him for handling all kinds of business that 
may arise. It would be destructive of tramc and revenue to so arrange 
that the management of the business of the railroad company be trans- 
ferred to the Isthmus. 

Mr. EscH. You state that reducing the railroad rate would have 
the effect of diminishing the through rate, and that would be detri- 
mental to the through road. Would not the reduction of the through 
rate stimulate rather than discourage business ? 

Mr. Drake. Yes, sir; it should, undoubtedly. 

Mr. EscH. Would not, then, the railroad receive an increased rev- 
enue bv reason of the increased business ? 

Mr. Drake. That would depend upon what was done with that 
reduction. If the present carriers on ooth sides remained, and other 
companies operating on both sides arranged for an interchange of 
tramc on the basis of the railroad's reduced rate, it might be that 
would throw open the business to severe sea competition, which might 
result in the survival of the fittest, and so produce the conditions that 
gave us the Pacific Mail connection in 18 < 8. 

Mr. LovicRiNG. Do you ship much freight that originates at inte- 
rior points of this country on the Atlantic ? 

Mr. Drake. Yes, sir; our rates are made so that in exceptional 
cases they extend back even to Chicago. 

Mr. LovERiNG. Has that freight originating in Chicago been shipped 
to Xew York, and by your steamers to Colon ? 

Mr. Drake. Yes, sir; it has. It oftener comes from around Pitts- 
burg. The other day when a large shipment of sewer pipe went from 
ifarion, Ohio, to New Orleans, going down that way, we felt that 
our territory had been invaded. 

Mr. LovERiNG. Do you make a special rate in such cases? 

ilr. Drake. No, sir; we make a through rate which absorbs the 
Cost of bringing it to New York. 

Mr. LovERiNG. Does that obtain also on the Pacific slope ? 

Mr. Drake. No, sir ; except in theory. 

Mr. LovERiNG. And notwithstanding that fact you can meet the 
Competition of the transcontinental lines ? 

Mr. Drake. Yes, sir. 

Mr. Mann. That is because of the fact that the transcontinental 
rate is the same from New York as it is from Omaha to San Fran- 
cisco. 

The Chairman. The postage-stamp rate? 

Mr. Mann. No, sir ; the freight rate. The freight rate is the same 
from aU points east as it is from Omaha. 

The Chairman. Just excuse me one moment. I want to ask one 
more question. You named a large number of persons who had been 
connected with the directory of the Panama Railroad. Were those 
gentlemen large stockholders? 

Mr. Drake. No, sir ; they were qualified stockholders. 

The Chairman. Qualified by taking a share? 
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Mr. Dhakk. By buying a shmv. They were owners of their sto( 

The (/iiAiKAiAN. >Vas it prescMited to them? 

Mr. DuAKK. Xo, sir. 

The CiiAiuMAN. Or did they buy it in th(» market? 

Mr. Dkakk. They bought it, sir. 

STATEMENT OF WILLIAM NELSON CKOMWELL, 

(iriin'ul rouiiHcl uinl tllrrclor of I'anayna Jiallroad Company. 

Mr. TowxsKNi). Yoii have lx»en (tonnected with the Panama Ra 
road flow hmg? 

Mr. Cromwkll. About HftetMi years, sir. 

Mr. TowNHKNi). And (hiring all that time you have Ixam attorn 
for the road'if 

Mr. C/KOMWKLL. Yes, sir: my firm, Sullivan & Cromwell, are i 
<yeneral couns(»J. 

Mr. TowNHKNi). And also a director, have you? 

Mr. (!!uoM\VKij.. Nearly all this i)eriod I have been a director. 

Mr. TowNHKNO. You were also active in negotiating the transf 
of the stock of the Panama Kaih*oad Comi)any to the United State 

Mr. CnoMWKLh. Yes, sir: I was general counsel for the New Pa 
ama (/anal Company, and as such completed the transfer to tl 
United States of the propeilv of the canal company, including 68,81 
shares of the st(K;k of this railroad company. 

Mr. TowNHKNi). And you an*, now engaged in getting hold of tl 
outstanding shanks for the United States? 

Mr. Cromwkll. Yes, sir; in ac^cordanccj with the information whic 
I gave you at our last hearing the President and the Secretary of Wa 
charged iru*, with the task of ac^quiring the balance of the stock at psi 
and I have made a proposal to stockholders to that effect. 

Mr. TowNSKNi). In the list of stockholders which you furnished u 
in New York the other day, and which I believe you stated is a cor 
rect statement of the holders of the stock so far as your books sp 
concerned ? 

Mr. CaoMWEiiL. Yes, sir; absolutely; and I think it is substantial!] 
correct, in fact, according to the experiences I have had in dealinj 
with the parties. 

Mr. TowNSEND (continuing). You have a good many of tbesi 
shares that you have purchased sinc^., that have not been transferred 
to the United States? 

Mr. (Cromwell. Yes, sir; certain of them T have already acquire 
for the Government. 

Mr. TowxsENi). I noticed by this list that you personally holdSf 
shares? 

Mr. Cromwell. Yes, sir. 

Mr. TowNSEND. Have they been transferred to the Government? 

Mr. Cromwell. Yes, sir; I was the first to turn in my few shares aj 
soon as the Government was ready to take them. I transferred 29 rf 
them to the Government, retaining one share to qualify me as • 
director. T had acquired 30 shares principally as a matter of conven* 
ience in the administration of the company, to qualify directors. ^ 
gcineral (jounsel I had decided that it was necessaiy tliat each direct 
should actually own at least one share. 
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Mr. Town SEND. AVheii did you buy these* 30 shares? 

Mr. Cromw^ell. Perhaps four or five years ago. The books will 
show. They are of trifling amount, you see, and were of no conse- 
quence to use otherwise. 

Mr. TowNSEND. Do 1 understand you tliat you purchased these 
shares for the purpose of transferring them to the directors ? 

Mr. Cromweli.. Yes, sir; as a convenient means of qualification, 
as required from time to time, but the directors always paid for tlieir 
single qualification share. It is unprofitable, but a mere trifle. 

Mr. TowNSEND. Unprofitable ? 

Mr. Cromw^ell. Certainly. 

Mr. Toavxsend. Is not the stock i)rofitable^ 

Mr. Cromwell. It has iiot proyen so to tlie owners, in the payment 
of dividends or otherwise. 

Mr. ToAYxsEND. But as the owner of the stock you are the owner of 
the surplus? 

Mr. CROM^\ELL. I'he surplus has not l)een distributed. It is, in 
fact, yaluable, but it has not proven a good investment. 

Mr. TowNSEND. I do not believe I understand you. 

Mr. Cromwell. It has an inherent value. 

Mr. TowNSEND. You mean the stock that you have thus ti'ans- 
ferred has not been profitable to you ? You mean that it has not been 
profitable to you ? 

Mr. Cromwell. Certainly. The few shares I speak of have given 
no profit to me, nor were they acquired for that purpose. I attach no 
importance to such a small affair, from a business standpoint. 

Mr. TowNSEND. You do not maintain that the stock of the company 
is not valuable ? 

Mr. Cro^iwell. On the contrary, I think it is valuable. 

Mr. TowNSEND. Now% you had something to do before now about 
the contract that was entered into with the Pacific Mail Company? 

Mr. Cromwell. Yes, sir. 

Mr. Townsend. When was it that that company — the Pacific Mail 
Company — w^as transferred from the Southern Pacific to the Northern 
Pacific? 

•.Mr. Cromwell. Permit me to correct your question. It was not 
the Northern Pacific that owned the majority of Pacific Mail stock; 
it was the Southern Pacific. 

Mr. TowNSEND. Is it the reverse of that? 

Mr. Cromwell. The transfer was from the C. P. Huntington estate 
to the Southern Pacific. I simply Avanted your question to be so 
that I could correctly answer it. The Northern Pacific is not the 
railroad in mind. 

Mr. Tow^NSEND. Did we not have testimony that it w^as concerned? 
The Chairman. A gentleman said yesterday that it was transferred 
to the Northern Pacific and then back to the Southern Pacific. 
Mr. Cromw^ell. That would be inaccurate, sir. 
Mr. Townsend. Tell us what the history of that is. We have it 
^11 down here in this testimony, and I am sure that the Northern 

I*acific is mentioned. 

Mr. Cromwell. It is a matter of current railroad history, and I do 
^ot suppose that my information is any better than that of other gentle- 
men. But we know% as a matter of current railroad knowledge, that 

the majority of the capital stock of the Pacific Mail Steamship Com- 
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paiiy was acquired some years ago bv Mr. C. P. Huntington. Aftei 
his death it was acquired by the f?outhern Pacific. Subsequently 
by the absorption oi the Southern Pacific into the Union Pacini 
system, it came into the control of the latter system, by which it ii 
now held. We have no relations with any of these railroads that ] 
speak of. I mention it simply as a matter of information. 

Mr. TowNSEND. I understand that the Panama Railroad Compam 
has no connection, directly or indirectly, with any of these railroads! 

Mr. Cromwell. None whatever. We do not know them in th( 
transaction of any of our business. 

Mr. TowNSEND. Can you tell me how many dividends the Panama 
Railroad Company has declared since the (jonmlissioners, the mem- 
bers of the Isthmian Canal Commission', became directors in the 
railroad company? 

Mr. Cromwell. One dividend, sir. 

Mr. Town SEND. When was that? 

Mr. Cromwell. In January last, the dividend which has just been 
paid, February 1, 1905. 

Mr. Townsend. And that was 5 per cent? 

Mr. Cromwell. Five per cent; yes, sir. 

Mr. EscH. In that connection, what was the share that the Gk)vem- 
ment received on that dividend? 

Mr. Cromwell. In dollars and cents? 

Mr. EscH. Yes ; if you can give it approximately. 

Mr. Cromwell. Yes, sir; I can. [Making calculation.] 

Mr. Mann. That would leave out 1,034 shares. 

Mr. CR0M^VELL. Yes, sir. The Government now owns 68^988 
shares, of record, I think- I sold to the Government of the United 
States 68,887 shares. Since that time, by the direction of the Sec- 
retary of War, the Isthmian Canal Commission purchased 101 shares 
at par, making the present holdings of the United States Govern- 
ment 68,988 shares. 

Mr. Richardson. What is the number of the outstanding sharesj 

Mr. Cromwell. Leaving outstanding in the hands of tne public 
1,012 shares. The United States has received in cash $344,940, the 
dividend paid on the 1st of February of this year. 

Mr. Townsend. To whom was that paid? 

Mr. Cromwell. All of this sum was paid by check to the Secre- 
tary of War, with the exception of the dividends on 94 shares 
which stood in the name of Admiral Walker, chairman of the Isth- 
mian Canal Commission, which was paid to him as the chairman of 
the Commission, and the dividend on the remaining 7 shares, owned 
by the Government, and paid directlv to the seven members of the 
Commission, in whose respective names the shares stood. 

Mr. Townsend. You included in these shares the* shares held in 
New York by the members of the Commission? 

Mr. Cromwell. Yes, sir; because they were qualified as directors 
out of the 101 shares which the United States purchased. Of ^ 
101 shares purchased, 94 remained in the name of Admiral Walktf? 
the chairman of the Commission, and the other 7 were divided among 
the members of the Commission. 

Mr. Richardson. A^Tiat is the estimate of the value of th0 
shares held by the public as compared with those held by the 
Government? 
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Mr. Cromwell. There is no market value except ^100 a share. 

Mr. Town SEND. Admiral Walker holds 95 shares? 

Mr. Cromw^ix. At first I qualified him and each member of the 
^mmission out of my 30 shares. Aften?\ ards this was returned to 
lie. Of the 101 shares purchased by the Government there were 95 
)laced in the name of tne chairman. One share was transferred to 
Vdniiral Walker to qualify him as director, leaving in his hands 94 
hares as chairman of the Commission. The one share which stands 
n his name individually is also owned by the Government, as are 
hose which stand in the names of the other members of the Commis- 
tion. 

Mr. TowNSEND. Then he holds 95 shares with that one? 

Mr. Cromwell. Ninety-four in his capacity as chairman of the 
Commission, and one in his individual name, but all belonging to the 
jovernmcnt. 

Mr. Town send. Do you not think that the stock that the Govem- 
Tient does not now own is likely to increase in value very rapidly by 
reason of this fact? 

Mr. CROMWELii. I can not say. Have I made that clear, Mr. Town- 
?end? 

Mr. Town send. Yes, sir; I think so. Now, do you remember what 
w^as stated at the time Mr. Drake testified about (in New York) in 
regard to the payment of per diem fees to the members of the board 
of directors and to persons as members of the executive committee? 

Mr. Cromweli.. I do not know anything about that. 

ilr. Townbend. You do not know that? 

Mr. Cromwell. No, sir. 

Mr. Town SEND. You were not concerned in the matter! 

Mr. Cromwell. No, sir; it was none of my concern. 

Mr. TowNSEND. Now, you were employed as attorney for the Pan- 
ama Canal Company ? 

Mr. CRo:MWEiiL. Yes, sir. 

Mr. TowNSEND. And also as attornev for the Panama Railroad? 

Mr. Cromweij.. Yes, sir. 

Mr. TowNSEND. And you have also occupied the position as agent 
for the Republic of Panama in the investment of the $10,000,000 
obtained by them ? 

Mr. Cromwell. I have. I was counsel to the special fiscal com- 
niissioners and I am now, in succession, the special fiscal Gonmiissioner 
of the Republic of Panama. Under my advice the Republic invested 
its moneys in the Ignited States. 

Mr. TowNSEND. How much of that did they invest? 

Mr. Cromwell. $6,000,000; and they have also nearly $3,000,000 
Diore on deposit at interest in New York. 

Mr. TowNSEND. And how much of that $6,000,000 is invested in 
lH)nds of the Panama Railroad Company ? 

Mr. Cromwell. About $1,000,000 of the 4| first-mortgage bonds 
^ere purchased in the open market at a premium. I regarded them 
>8 bonds of the highest character, and I reconmiended them to the 
Commission as being bonds worthy of their fullest confidence. I 
i^gard this corporation as one of the best in the United States, and 
ftfiy manifested their confidence in this Government by makin;2: the 

ittvestment. • 

Mr. TowNijEND. What was the actual price paid for those bonds^ 

L PAN BY — 05 9 
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Mr. Cro^iwell. Ordinarily I would ask to be excused from answer- 
ing that question, as it involves my relations to the Republic; but as 
1 have, with the approval of the Republic, informed the United States 
Government of the transaction, I reel at liberty to state to you that 
the Government of Panama paid 105 per cent. They were purchased 
in the open market the same as (jovernment boiids or anything else 
are purchased. The purchase was no concern of the Panama xtail- 
road Company as a corporation, of course. The bonds were not pur- 
chased from the company, but through bankers in the open market, 
as an investment. 

The balance of the money of the Republic is invested in first mort- 
gages upon improved real estate in New York, at the rate of 4J to 4J 
per cent ; investments of the highest character, and in respect of all 
which we feel some pride. 

Mr. Ijovering. I would like to ask you if you consider it a good 
business proposition for the Government, or anybody connected with 
this railroad and this property, to continue operating it as a com- 
plete through transportation line? 

Mr. TowNSEND. From New York to San Francisco ? 

Mr. LovERiNG. From New York to San Francisco, complete. I 
am asking for your judgment on it as a business question. 

Mr. Cromwell. I understand that you mean as to earnings, being 
controlled solely by business considerations and not by any question 
of public policy. With that understanding, I answer, yes. As I 
have said at a previous hearing the Panama Railroad has been in 
operation for over fifty years. It has not ceased operations one hour 
during that long period. It has never defaulted in payment during 
that half century. It has never ceased throughout that whole perioa 
to make money, save in two or three years when the board experi- 
mented with some new business policy, as Mr. Drake and others have 
testified. I refer especiallv to the periods when they terminated 
the contra<5ts with the Pacific Mail, on one occasion inaugurating the 
" open-door " policy and on another occasion making alliance With 
the San Francisco merchants. On those occasions we suffered loss. 
But it is a very interesting fact to note the earnings made during 
this half century. It may be of interest to you, for I assume that 
you desire to know all about your property. You want to make up 
your minds as to whether you had better disintegrate and abandon 
this splendid business which it has taken half a century to build up, 
or whether you want to operate it and make earnings which will 
diminish to that extent the cost of the canal. It is for us, of the 
Panama Railroad Company, to give you all the light we can. None 
of us have any pecuniary interest in what you do about it. TJie New 
York gentlemen who are directors are serving as a matter of favor, 
*and they are perfectly indifferent, from a pecuniary point of view, 
us to what the United States does with this property after it becomes 
sole owner. As a matter of fact, it has been a great boon to the 
stockholders to get them to serve and to secure their great experi- 
ence and active interest. They are gentlemen of distinction in their 
several occupations. We had two bank presidents, two railroad 
presidents, two bankers, one cotton merchant of great experienc^ 
two retired generals of the Ci\'il Engineer Corps of the United 
States, one civil engineer and railroad manager of international rep" 
utation, besides Mr. Drake. I assume that you want to Jmow some- 
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about your property. Tliorefore I present you a statement, 
red by the treasurer, showing that from 1852 to November :)0, 
the Panama Kaih-oad Company earned $38,859,254. 

HXIIIBIT 8. 

Xcl rarninffH. 1^52 to \fn'emhrr SO, JOO.^. 
$171. 751). :w 

1MI2, ;{;i4. 05 

181.212.20 

591,278.55 

847,(529.72 

58)1,481.49 

735,05:^.72 

579^ 20G. G5 

7j[]5,028.23 

841,287.04 

1,:K)J),527. 70 

1 1, 159, g98. 30 

1,815,013.05 

1, 258, 744. 59 

3,054,441.70 

1,838,301.84 

___ 2.465,097.52 

972, 521. 78 

.34.3, Sl.^. 49 

244,080.20 

700, 5W. 48 

579,774.30 

5(J2, 001. 91 

730, 714. 21 

(595,147.04 

1, 071, (583. 37 

1,079, 626. 0(5 

i. , 1, 120, 957. 46 

1, 102, 258. 39 

I,;j()6,4()6.a3 

1,082,535.29 

1, 151, 791. 67 

1, 175, 823. 67 

71, 609. 56 

118,581.20 

619, 831. 37 

1, 150, 544. 45 

384, 149. 69 

348,873.82 

323, 800. 83 

182, 816. 90 

0133,(599.61 

a80, 776. 02 

62, 943. 85 

545,684.53 

409, 873. 37 

266, 746: 73 

295, 231. 77 

446, 764. 68 

2.59, 590. 12 

295, 384. 40 

401,068.30 

11 months) 561,315.95 

Total 39,073,729.93 

sses 214, 475. 63 

Net earnings, 1852-1904 38, 859, 254. 30 

• Deficit. 
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Throu^ioiit that entire period there were, you see, but two years in 
which a deficit occurred. Thos(» were the years 1898 and 1894, when 
the company was tryinij one of these* experiments. This $38,000,000 
is the colossal return of this property, managed as a combined rail- 
road and steamship business. 

The CiiAiKMAN (Mr. Hepburn). IIow nnich has it diminished its 
debt during that time? 

Mr. Croimwell. During that peri(Ml, sir? 

The Chairman. Compare the debt of 1852 with the debt of to-day. 

Mr. Cromwell. Mr. Chairman, there was no mortgage on the prop- 
erty in 1852. It was built with the proceeds of the stock, etc. The 
company has never issued but two mortgages in all its history. 

The Chairman. When were they issued ? 

Mr. C«OMWELL. The 7 per cent sterliug uiortgage was issued in 
1867, and it matured iu 1807. It was for $4,000,000. In 1897 it was 
replaced by the pres(»nt 4^ per cent' first mortgage issue. By apply- 
ing earnings to that purpose; we have gradually reduced that issue so 
that to-day there are outstanding but $3,159,000 bonds, of which the 
company itself owns in its own treasury, as treasury assets, $047,000, 
leaving cmly $2,372,000 in the hands of the public. Thus the original 
mortgage debt of $4,000,000 has b(»en reduced to a net outstanding 
indebted ness of $2,372,000. 

The Chairman. When you say '" this mortgage," you mean the last 
one? 

Mr. Cromwell. Yes, sir; the present 4 J first mortgage. 

The Chairman. The older one was canceled? 

Mr. Cro:mwell. Yes, sir: it was canceled in 1897 and replaced by 
the present one I have referred to. I made the sale of $2,000,000 of 
these l>onds mysiilf to Messrs. Vermilye & Co., bankers, of New York, 
as a meml>er of the executive committee. I sold them at a good price, 
and from the pi-oceeds of the sale of these 4J per cent bonds, plus 
$705,000 cash out of the treasury, we paid off the balance due on the 
sterling mortgage. 

The Panama Kailroad Company is nev<T a borrower. Such a 
thing as issuing a note or bills payable, or anything of that character, 
is unknown to us. We are always a depositor of money at interest. 
For years and years, surely as long as I hav(5 been connected with the 
company, it has been a depositor at interest of moneys in the trust 
companies of New York, and it is so at this moment. We seldom 
iiave a balance of less than $500,000 to $1,000,000 in cash. Our bal- 
ance now is over $500,000 at this moment, after paying $350,000 in 
dividends on the first of this month. We discount for cash our ac- 
counts current for supplies as fast as we can. availing ourselves of 
every means of discount and economy in that way. 

Mr. Wan(;er. IIow much of those net earnings were earned before 
the railroad company went into the steamship business on the Atlan- 
tic side ? 

Mr. Cromwell. From 1852 to 1878 the railroad company haA- 
several different steamship connections on the Atlantic. From 187S 
to 1893 it had a traffic contract with the Pacific Mail, which operatecl 
a regular line between New York and ('olon. 

In 1893 the railroad company established its own steamship line oxi 
the Atlantic, displacing the Pacific Mail on the Atlantic, and h»s 
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ever since maintained the siii)reinacy. This is the line we now 
operate. 

From Exhibit 8 it will Im seen that the earnings from 1852 to 1878 
were $24,309,519.84; from 1878 to 1898, $11 ,21 9,000.39, and from 1893 
to 1904, $3,330,128.07. The Panama Kailroad is a New York corpo- 
ration, and its charter provides that it not only may conduct a rail- 
road business, but also a steamship business, and it is pursuant to that 
power that those joint opera tiqns are carried on. 

The Panama Steamship Line is not a separate corporation, but is 
merely one branch of the corporate business, which is divided into 
two departments, the railroad and the steamship. 
Mr. Adamson. It is merely a property of the railroad company? 
Mr. Cromwell. That is right. One branch is reciprocal to the 
other; and for that reason I think it is inadvisable to separate the 
Atlantic Steamship Line from tlie rnilroad. The railroad is fed by 
the Atlantic Steamship Line. 
Mr. Mann. Just one question there, not connected with this at all. 
Mr. CROMWELii. Yes, sir. 

Mr. Mann. As counsel for the railroad company, have you had any 
occasion to form any opinion, or have you otherwise come to any 
judgment, as to our right — the right of the Government — to con- 
demn the shares of the company held by private owners? 
Mr. Cromwell. Yes, sir. I have studied that question. 
Mr. Mann. AVhat is your opinion? 

Mr. Cromwell. My opinion is that the bill which has been recom- 
mended by this committee and which has passed the House (known 
as the Mann bill) is constitutional, and that the condemnation pro- 
ceedings therein provided for are legally enforceable. 

Mr. Kichardson. Did you ever know of an instance in the historv 
of the country where it was done ? 

Mr. Cromwell. There is no condenmation statute of this kind in 
any State of the Union. It is unique, but there ai-e decisions of the 
courts sustaining the principle of the bill. 
Mr. Etchardson. TJnder the right of eminent domain? 
Mr. Cromwell. No, sir. I am sure that I could not tell you gentle- 
^nen, who are so able and experienced and have traveled over this 
ground so thoroughly, anything additional to the result of your 
j'^udies. Mr. Townsend asked me a question upon that subject at the 
^J^^t session, and I gave him an oi)inion, ott'-hand, and this will be 
^^Und in the minutes. 

Mr, Adamson. I have heard of such things. There is a case in 
^jlassachusetts and one in Connecticut, 1 believ^e, but I have not read 
^hem. Have you seen them ? 

Air. Cromwell. Yes, sir. They sustain this principle upon which 
^h^i pending bill is framed. 

Air. Adamson. Did they condemn the niinoritv sU)ck, or the entire 
l^^^operty? 

Mr. Cromwell. The minority stock. 

.Mr. Shackleford. I will say that this testimony, which has been 

Siven at these hearings and is typewritten, is here and can be read bj' 

^*Vervone who wants it: and there is in it a verv thorough review of 

*^*^xs by Mr. Cromwell, and I may say a very satisfactory review. 

Mr. Richardson. You have never known an instance in the history 
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of tfie country where the right of eminent domain was exercised by 
the condemnation of personal property? 

Mr. Cromwell. No statute exists; but the right of appropriation 
of real or pei^sonal property for public use is an attribute of .sover- 
eignty and can be exercised through a statute. 

Mr. Richardson. Yes, sir. 

Mr. CromweTiL. I have no doubt whatever of the fX)n8titutional 
power of Congress to enact such a law. The right of eminent domain 
undoubtedl3'^ resides in the United States, and the power which may 
define the exercise of it is the Congrc^ss of the United States. There 
must exist a public need and the subject-matter must be, of course, 
within the jurisdiction of the United States. 

As an illustration, we could not condemn the railroad itself of the 
Panama Railroad Company under the right of eminent domain, 
bi>.canse that is upon the Isthmus in a foreign territory, and Con- 
gre^ss has not jurisdiction of the land — the road, the corpus. But the 
stock of the Panama Railroad Company is in contemplation of law 
in the State of New York. As you know" so well, the capital stock of 
a corporation is in contemplation of law at the charter home of the 
corporation. The certificates for the shares of stock which the ordi- 
nary layman considers to be the stock itself, we all know is not the 
stock, the certificate beino; simply the evideijce of ownership in the 
stock. The stock itself lies in the company, and in this case it is a 
New York corporation — its legal home is in the State of New York. 
The proceeding is somewhat in th(» nature of a proceeding in rem, as 
in the case of a vessel. The vessel is brought into court, theoreticaUv, 
and in contemplation of law is before the tribunal; the parties in 
interest all over the world are notified in manner prescribed by 
statute and are bound by the decree of the court; there rasults a decree 
of sale of this personal property as against all owners, lienors, and 
others, and title absolute passes to the r)urchaser. The rights of the 
former owners, etc., are thus transferred to the proceeds of sale. This 
is an illustration. As I said at the previous hearing, the principle 
which sustains the bill you have passed lies in the public use— the 
public necessity. I have no doubt in this case that the Government 
will be able to show that the public use, national interest or necessity, 
I'equires the ownership of the stock ; for it is not merely the owner- 
ship of the majority, or of nearly all of the stock, that will enable the 
United Setates to devote the Panama Railroad to all the uses which 
the public interests require in the construction of the canal. You 
require all of the stock to fully utilize the railroad in the construction 
of the canal. 

Mi^. Adamson. I desire to ask you a question which Mr. Shackle- 
ford says is not a repetition of the recxjrd, in regard to these decisions 
in the States. 

Mr. Cromwet.l. Massachusetts and Connecticut? 
Mr. Adamson. Yes. Does it appear that the State ownerl the ma- 
jority of the stock? 

Mr. Cromwell. No, sir; private ownership. In principle, how- 
ever, I do not think it makes any difference; and in the present case 
there is the additional reason of necessity for public use. 

Mr. Adamson. I do not think there is any doubt of our right, audi 
do not think there is any doubt of our pow(T. The question is 
whether it is necessary to do that 
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[r. Cromwell. The necessity and justification lies in this. The * 
ama Railroad is a necessary instrument for the completion of the 
il. It is the only railroad empowered to operate upon the Isth- 
!. It has an exclusive concession to that effect. That concession 
sixty years to run, and it underlies even the treaty between the 
ted States and Panama. It follows that this railroad is a neces- 
in the construction of tlie canah which is a public work of super- 
re utility. 

ow, as long as anjr of the stock is outstanding the road must be 
rated as a commercial road, for profit. The public need dominates 
)ther views on this subject, and, in my opinion, justifies a court in 
ropriating the outstanding shares to the public use, so that the 
ted States may operate the railroad without profit, if it chooses, 
untrammeled by the requirement of using it ror commercial pur- 
is, if need be; that it may use the railroad as an instrument of 
^truction, just as it may use any other instrumentality, 
[r. EscH. Conceding the right of the Government to maintain the 
mship line on the Atlantic, supposing the Government condemned 
the outstanding stock, and thus became the owner of the railroad 
the steamship line, could not the Government continue this exclu- 
contract with the Pacific Mail Steamship Company ? 
[r. Cromwell. Under the law, you mean? 
Ir. EscH. Yes, sir. 

[r. Cromwell. Do vou mean for the United States to continue it 
he direct owner of the railroad and steamship property, or do you 
in through the corporation itself? 

Ir. EscH. As the owner of the property. We would become the 
lers of the property. 

Ir. Cromwell. If the United States acquires all the outstanding 
•k, of course the corporation would exist just the same. The only 
nge taking place would be the change of ownership of stock, and if 
United States chose to continue in that relation, then the business 
ild still go on through the corporation in any manner that the 
ited States as the single stockholder might dictate. 
Ir. Mann. Suppose that we should absorb the Panama Railroad 
poration, then what would be the effect of the exclusive contract 
the Pacific Mail Steamship Line? Suppose the Government 
iiired the ownership of all the stock ? 
Jr. Cromwell. Yes, sir. 

dr. Mann. And then proceeded to absorb the Panama Railroad 
iipany and became the owner, simply as the Government? 
mid the Government then have the right to maintain an exclusive 
tract with the Pacific Mail Compan}^? 
Jr. Cromwell. You mean as a matter of law ? 
Ar. Mann. Yes, sir. 

>Ir. Cro3iwell. You mean as a matter of public policy and law ? 
ilr. Maxn. Yes; or have you given consideration to that subject? 
^Ir. Cromwell. I have considered it, but I would prefer not to 
)ress it just now, if you will kindly excuse me. 
fc Adamson. Suppose we take the instance mentioned just now, 
1 in lieu of condemnation proceedings let the court administer 
1 we buy the property. Would not we then become the assignee of 
TV right and obligation that this railroad company has? 



136 INVESTIGATION OF PANAMA RAILWAY COMPANY. 

Mr. CnoMWEL!.. That would require proceodinffs for judicial disso- 
lution under the law of New York, and it woidd oe necessary for the 
United States, in order to become the purchaser of the property, to 
make a bid large enough to pay off all the debts of every character 
and such sum as would be competitive with strangers. 

Mr. Adamson. My object was to suggest to your mind the legal 
aspect of the question; that is, if we purchased the property we 
would take over the rights and the contracts and everything else. 

Mr. Cromwell. Certainly; the United States then would be the 
direct owner of the i)roperty, just as it is now of the canal property. 

Mr. TowNSENi). what arrangement do you make, or has the rail- 
road made, with the United States Government dow^n there now in 
the operation of the canal? 

Mr. Cromwell. In the operation ? 

Mr. TowNSENn. Yes, sir; for its assistance to the canal work there? 

Mr. Cromweix. The railroad compapy transports material, sup- 
plies, etc., for the Government at fixed rates and serves all the require- 
ments of the Government at a specified tariff; but, as you know, the 
Government is not yet actively carrying on actual construction 
work on the Isthmus in a manner to require any important use of the 
railroad. The construction work of the United States, as you know 
so well, is at present confined mostly to the excavation at the Culebra 
cut, the sanitary work, and the terminal ports. Up to this time we 
have been able to satisfy all demands without unaue tax upon our 
railroad facilities. 

Mr. TowNSEND. Does the Panama Railroad Company own those 
sidings where they take off the dirt? 

Mr. Cromwell. Yes, sir; all the sidings are owned by the rail- 
road company. We own about 25 miles of sidings. But where the 
excavation is made — disconnected from our road — the tracks are 
now owned by the Government. 

Mr. TowNSEND. Those are leased to the Government now ? 

Mr. Cro3iwell. No, sir; they do not operate over them to any 
extent yet. They dispose of the excavated material over the tracks 
acquired from the canal company. 

Mr. TowNSEND. Have you any account with the United States, 
showing what they have paid the railroad company ? 

Mr. Cromwell. Yes, sir. 

Mr. TowNSEND. Could jou give an itemized accoimt of that? 

Mr. Cromwell. Yes, sir ; there is nothing that you want that we 
can not give you if you will but give us a few days in which to fur- 
nish it. The accounts and records of the company are marvels of 
detail. 

Mr. Wanger has requested me to present a copy of the railroad con- 
cession now existing with the Republic of Panama, and I do. 

It is marked Exhibit 16. 

(Thereupon the committee adjourned.) 
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Exhibit IC. 

S'CESSIONABY CONTRACT BLTWiaC.N TllK rMTEI) STATES OF (JOIX)MRlA ( UEPIBLIC 

•F Panama] and the Panama Haiijkoai) Company, made in 1867, as modified 

Y THE CONTBACTS MADE IN 1876 AND 1880. AND BY AMENDMENTS OF AUGUST 18. 

891. 

\TRACT REFORMATIVE OF THAT OF 15TH APRIL, 18r)<), tX)NCERNING THE CONSTRUC- 
lON OF A RAIIJtOAD FROM ONE OCEAN TO THE OTHER, ACROSS THE ISTHMUS OF 
»\NAMA. 

rbe secretary of finance and public improvements of the United States of Co- 
abia duly authorized by the executive jwwer, on the one part, and on the other 
orge M. Totten, engineer in chief and general agent of the Panama Railroad 
mpany, with full power and authority from the directors of said company; 
ving in consideration the stipulation in Article II of the contract made with 
Id company, and approved by the legislative decree of the 4th of .luue, 1850; 
d desiring to provide whatever may be needful for the perfection of the worlv 
the said railroad, in order that It may better answer the necessities of the 
Bimerce of the world, and at the same time furnish a sure and i)ermaneut reve- 
e to the treasury of the Republic, have agreed to modify and refonn the said 
atract In the terms set forth in the following stipulations : 

Article I. 

The Government of the United States of Colombia c»oiicedes to the Panama 
lilroad Company the use and possession, for ninety-nine years, of the railroad 
nstmcted by it, and which actually exists between the cities of Colon and 
mama. This concession comprises not only the road, but also the buildings, 
arehouses, wharves, dockyards, telegraph between Colon and Panama, belong- 
g to the road, and in general all the dependencies and other works of which 
le said company is now in possession. necessai*y to the service and develoj)- 
ent of the enterprise, and those which in the future it may establish with the 
ime purpose. 

Article II. 

The Government of the Republic binds itself, during the time that the exclu- 
ive privilege which is conceded to the company for the working of the railroad 
emains in force, not to construct for itself, nor to conce<le to any person or com- 
iiny, by any title whatever, the iK)wer to establish any other railroad on the 
stlimiis of Panama ; and it also stipulates that, while the said privilege con- 
inues in force, the Government shall not have the power of undertaking for 
tself, nor permitting any i3ei*son to undertake, without the concurrence and 
unseat of said company, the or)ening or working of any maritime canal which 
nay unite the two oceans across the said Isthmus of Panama to the west of the 
ine of Cape Tiburon on the Atlantic and Point Garachin^ on the Pacific. But it 
femalns stipulated that the right which is conceded to the company to give its 
consent does not extend to Its opposing the construction of a canal across the 
istliinus of Panama (except on the actual route of the railroad itself), but only 
to it8 exacting an equitable price for such privilege and as indemnification for 
tbe damages which the railroad company may suffer by the rivalry or competi- 
tion of the canal. 

If the sum which may be demanded by the company shall not appear equitable 
to the Government of the United States of Colombia, then it shall be fixed by 
'■arbitrators in New York or Panama, one to be named by the Government and the 
other by the company, and in case of their not agreeing the two shall name a 
*^trd, whose decision shall be without appeal. 

In pronouncing their decision the arbitrators shall take into consideration the 
bounds upon which the company rests, and the information which the Govern- 
•^^nt shall give upon the matter, and In view thereof they shall decide without 
appeal as they may deem most just and equitable. 

1'he sum, whatever it may be, which shall be finally designated, shall belong 
^^e-half to the railroad company and one-half to the Government of Colombia. 
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Ahtici.k III. 

Ill f'liiiiiH'iLsjiniiii 111' mill a^^ ti rn-ii:i? for tliewe ouih^ssIlhim, the railrmni <fliLipnLi)' 
liiuds itKi'ir III, 1 1. Ml. I liiiiTLimcut iif the I'nitcil Sintes of Coloiabiii one mil- 
Ihiii of (lull., - -iilil. (ir ill hiWtf on New York imynble in tile si . 

kind, as (ill i t^leot. on the day on which this contract shull be 

approveil ii;. , :... ii [\ay from the present tinie. and until the expira- 

tion of tlic M— 11 !■! ii [l:-ii<.: ail aiimuil revenue of $250,000" In American BOli 
TlM? ciiiii|«iLiy Mill niiikf tiii' [luyments quarterly in New Ynri; to the agent ill 
isLiiiti'ii hy the Gui'eviiuieiit of the United Btalee of Colombia, or it the Gorent'. 
iiit'iit shmiid desire, tlie company will jjlace the money In London or PaiuuDS,tte 
(ioveriiLiii'iLT t'iviiii; thi' iiiv.'ssiiry notice to the company In New Torb. TbM^ 
<l«ni-terly imi n. nf- -I, ,li ■ niiiienco to count from the date of the approval ol 
this coulru' I ■ 

Front Til"- ■ I li ilic Goverimient acquires by tbia contrnct tiwe 

shall be si'i ,ii ;i .inring the twenty vears twent)--flve thousand doilnrs, 

which tbi' .uii:,i,iLi,i -li.;;. .li liii-r to the Government of the State of Panamd. 



■ I ■ ■ ' ■ >iiiiiiietit of the Unltri 

I 'LI i: ■ !:■■ "I ' ■■II I, MM: ibiiwi the fifth day of 
I ;lii'1 <i\i,\ -si'vcii. in !ibi-of;ation of and to tads 
'.vri'u 111.' saiiic parties of the fifteeutli dfly of 
il .iiitl tilly. ivliidi tlrst- LP en tinned contract WM 
i;ini'ii!M">iii. by li'uisIiUive decree, on thesli- 
li' ■■■.■; I ', r,i!i il -I'l.l -i\lyKeveu, with certalii 
■ ' I ■' - liii vailrond cnniptuiyi 

■. . ■ l,y Artii'le IV of tW 

■ i;iilwav to the Isliuilh 
l.nr ill the hoy of Pan- 
■lu'i' vessels, as by reto* 

■ ■11 Iptwl the said wotfc 

' !■ ■■ i:iii' ; and whereas tl» 

1^ -ixtb day oL' July.OM 

■ ' ■ ili:'( day. aulliorized ll» 

■ .■iitfr into negutlntioM 
■ 1. il llbwittt-d from the 

■ ■! \ ■■ ■■iintra<'t made on tt 

■ 'i ■ ■ ■ I' ■ ;i-: aforesaid, by whit 

;;■ . ■.!■ the rntt€Ml Statwof 

■.■,x,,.r of the said G«T- 

■ II' us aforesaid: 

■r ilic piirpowe of nejo 

.!■ - II ..r tlicsnid Article IV. 

ir ;,(;:>.. [i;l. i'i>,..rL- I.. i.aiter Into, carry owt 

lliivciLLiiiiaic I't [lie riiitiil States of C'olonihia, 
.if iLbri'inittng (he afLu-esaid Article IV of tlK 
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luthority conferred by the said o^t of CoiipresK bj- fixing the amount to J)e paid 
►y the said Panama Railroad ('onipany for the al»i*o;:ation of the said Article IV, 
ind which, by the aforesaid written inHtnictionK. \h limited to tl)e sum of ten 
thousand dollars per annum for each of the yeai*s during which the said *Article 
IV Is suspended or abro£:ate<1. 

And whereas the said Solomon Kopi)el is now in the city of New York, and has 
tiad a negotiation with the Panama Railroad Company touching the matters 
aforesjiid, and has agreeil with tlie said company to the KusiKMiHion of the said 
Article IV for the full i)eriod of thirty years from the first day of Novemlier, one 
thousand eight hundre<1 and ei&rhty. upon condition that the said company shtmld 
pay to the said Government of the United States of Colombia the full suu) of ten 
thousand dollars per annum for each of the said thirty years, making an aggre- 
gate payment to the said Government for the susi>ension and abrogation afore- 
said of three hundred thousand dollars In American gold, in all of which actings 
and doings the said Solomon KopiK»l has comi>lied exactly with the written 
Instructions of the said chief excnnitlve of the T'nit^Hl States of Colombia as the 
same were conmmnlcated to him. and as the same have lK»en handed l)y him to 
the Panama Railroad Company. 

Xow, therefore, this agreement wltnesseth that. In ct)nsideration of tlie firem- 
ises and for the aforesaid smn of three hundred thcmsand dollars in gold coin, 
J«ayable at the rate of ten thousand dollars In each yoar from the execution hereof 
l»y the I'anama Railroad Company to the Unitinl Sfcites of Colombia, the said 
Government has fully exonerated, released, and discharged, and does hereby fully 
exonerate, release, And discharge the said Panama Railroad Company from all 
its obligations of every nature whatsoever arising uikju or growing out of the 
(foresaid Article IV of the contract of the fifth day of July, one thousand eight 
mndred and sixty-seven, by which article the said company was bound to extend 
ts railroad on the Pacific side, as is provldetl in and l)y the said contract, to 
vbich Pi>ecial reference is hereby made, and the said contract. In so far a^* con- 
«ms the extension of the said railroad Into the Jlay of Panama aforesaid, is 
lereby, in accordance with the full |M;w<»r grantwl t(» the chief executive of the 
(aid Government by the Congi-ess of the United States of Colombia, abrogated 
md annulled. But this abrogation, snsi)ension, and annulment of the said Artl- 
*le IV shall continue only for the period of thirty years from and after the first 
lay of November In the year on<» thousand eight Imndred and eighty, and at the 
expiration of the said term of thirty years the said Article IV of the said original 
-•ontract of the fifth day of .Tuly. one thousand eight hundred and sixty-seven, 
ihall again be revived, and shall be and remain thereafter in force and efTect as 
the same now exists. And the said Panama Railroad Company, In consideration 
of the aforesaid suspension, release, and abrogation of the said Article IV for 
the term and period as aforesaid, herel>y agrees to pay to the said Government 
of the United States of Coloml)la the just and full sum of three hundred thou- 
«and dollars In gold coin as follows, viz : Tlie sum of ten thousand dollars on the 
Hwt day of November in each and every year, payable In the city of New York, 
daring the said tenn of thirtj* years, the first of said annual Installments to be 
payable on the first day of November, which will l)e in the year one thousand eight 
huDdred and eighty-one, and on eac h first day of No^•ember thereafter until the 
^hole sum of three hundred thousand dollars shall have been paid. And it is 
tnrther provided and agi'eetl that in case the said Panama Railroad Company, 
or its successors, shall determine to extend its said line of railway to the Islands 
in the Bay of Panama, or to deep water. In accordanct* with the terms of said 
Article IV as originally agreed, and shall actually coiistruct the same, that then 
antf from thencefor>vard the annmil payment of ten thousand dollars for each of 
•aid thirty years shall cease for the remainder of said term then unexpired, 
anything herein contained to the contrary in any wise notwithstanding: but 
this terminatiofi of said aimual payments shall not take eflfe<*t until the expira- 
tion of six months after siiid Panama Railroad Companj shall have given notice 
to the (iovemment of tlie I'nited States of Colombia of the actual ccanpletion of 
Wild extende<l line in the Hay of Panama as aforesaid. — I(^)ntract of 1SS<). j 

Article V. 

iMirIng the whole term of this prlsilege tlie company shall have exclusive right 
to establish across the Isthnais of Panama witliin the zone indicat<»d In article 
•^•ond, any clai<s of caiTiage i*oads wliatever. from one m-ean to the other. The 
^'oloinbian Government l)lnd8 itself not to undertake for itself, nor to permit any 
other c«)mpany or person to undertake within said zone any other carriage road. 
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eitlier iiiacadaiuizeil, or of plank, or of any other class suitable for the m 
wheele<l vi»hick»8, between the two oceans :icn»tt8 the Isthmus of Panama 
heinjc. nevertheless, well understood tliat the prlvilej?e of which this article ti 
can nut and*iuust not in any manner prevent the construction of any kin 
roads in a direction distinct from that expresse<l, nor the completing, preser 
and improving of roads already existing, or which are ai'tuailly being eonstm 
on said 1st hums. 

Article VI. 

The comi)any shall have the right for the whole term of this privilege : 

1st. -To regulate and direct the use of the ports, embarking and disembar 
places, wharves, anchorage grounds, etc., at the termini of the railroad, an 
establish agents with po>vers to carry into effect the regulations that it 
make in this particular in conformity with the laws of the Republic. T 
regnlation-i shall be submitted to the approval of the executive power, wit 
which they can not take effect. The executive power nnij' refuse its appi 
tion, alter and revoke them as it may deem rronvenient ; 

2d. To use the embarking and diseml)arking places, wharves, etc., that it 
constructed or may constnict in the ports situated at the two extremes ol 
road; 

3d. To use the landings necessary*, and especially those designated for 
storage and free deposit of all goods and merchandise admitted for transit 
the Isthmus on the railroad constructed by the company. By virtue of 
privilege the company may collect as compensation for the use of the lin 
communication, means of transportation, landings, warehouses, and estab 
ments of all kinds belonging to it, such tolls for transporting, wharfage, Btoi 
and labor as it may deem proper to establish. 

The company continues in the exercise of all the rights conceded to it in 
6th article of the contract of 5th of July, 3867. Consequently it may regi 
and direct the use of the ports, embarking and disembarking places, wbai 
anchorage grounds, etc., at the termini of the railroad, and establish ag 
with powers to carry into effect the regulations that it may make in this pan 
lar in conformity with the laws of the Republic. These regulations shal 
submitted to the approval of the executive power, without which they can 
take effect : but the executive power, after having once approved them, can 
change them nor revoke them without the consent of the company. — [Art. 
Contract of 1876.] 

Article VII. 

The executive power shall determine the forms to be observed in the Ian 
of goods on either ocean; and the intervention therein of the officers of 
Republic to prevent the effects destined for transit from one ocean to the c 
from being left (in the way or fraudulently introduced for internal consump 
Said precautions shall be such as may tend to prevent all frauds to the in 
of the public revenue without delaying or embarrassing the rapid dispatch 
transit of passengers and packages of merchandise, luggage, and goods o: 
kinds which may be subjects of lawful commerce 

Article VIII. 

The i*ompany jnay give to the actual railroad a different direction from 
which it now has, and which it may deem most favorable to the enterpri* 
being free to choose the r^oints of departure and arrival which may appear 
most advantageous and most convenient for the entrance and anchorag 
vessels, or for ports properly so called, and for embarking plkces, dry d( 
places for lighterage, landings, warehouses, stations, hotels, and establlshn 
of all kinds, and this without prejudice to what is stipulated in article fo 
of this contract 

Article IX. 

The Government of the United States of ('olombia ratifies the conces 
made to the Panama Railroad Company by the contract of the 15th of A 
1850: 

1st. Of the lands that it has required and that it may require for the & 
lishment of the line of railway in its whole (extent, provided such lanfls be 
to the Government ; 
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ii\. Of the landR which were necessary tor >*eai>ort»<. dry dcckH. river |)ortff, 
idings, embarking plaot^, phu-esfor lighterage, warehouses, stations, hotels, 
d generally for all the iiet'esKitIeK of the service of the railroad, always pro- 
led that such lands shall be the i)roperty of the Republic ; 
3d. Of the concession made by gratuitous title and in jierpetuity of sixty-four 
ousand hectares of vacant lands in tlie territory of the State of Panama, with 
ception of the islands in lioth oti»ans and of tlie districts which formed on 
e 1st of January. 1840, -the territorit*s nf ** Hocas del Toro'* and of " Darien," 
nits of which were fixed by the law of the 0th of January, IH-V). This con- 
Bsiou nmy be extended to ninety-six thousand lie<'tares if tliere shall be that 
imber disposable within the limits of the ancient provinces of Panama and 
eraguas in such manner tUixt the (Government can adjudicjite them as vacant 
nds : and the company shall have tlie right to select them in the continental 
irt of said provlnc es as they may deem most convenient. But It Is stipulated 
at in the lands which the comi>any msiy si^Iect on the line of road, and its 
idnity, there shall positively be left regular intervals e<piivalent in extent to 
lose (tracts) which shall be given to the company, in order that the Crovern- 
lent may be enabled to make grants or sales of land for other establishments 
rkich may desire to locate tliemselves on the line and in the neighborhoo<l of 
he road. 

Paragraph. The lands granteil to tlie company bj' sections first and second 
ithlH article shall be returned to the Republic at the expiration of the present 
iririlege in the terms and with the formalities prescribed in this contract. 

.\rticlk X. 

In the grant of vacant lands in icrpetuity ni.-idc to the company by the con- 
*ct of 1850 and ratified in section third of Article IX of this contract there is 
>t included the number of hectares contained in the island of ** Manzanillo," 
I the Bay of ** Limon," but they are included in the grants treated of in the 
*t and second sections of tlie article cited, with tlie exception of four hectares 
tlich the Govennuent rej'er\e8 as an area for the construction of buildings for 
iblic oflices, schoolhouses, prison, and other objects of public use, which shall 

delivered by the company properly graded and in condition for building upon 
&ni. But it is underst(K)d that in the liesignation by the Government <>f the 
ice rr i)laces in v.hich it desires to take the four hectares reserved to it by 
is article, it shall not choose those which may be necessary for the construc- 
Hi and service of the railway and its dependencies, nor those which may be 
ready occupied by buildings now standing or which are to l)e reconstructed. 
This selection may be made by the Government, in anticipation, as it may see 
, in accordance with the plan of tlie city, in order that the lands may be deliv- 
ed to it so soon as the nature of the grcmnd i)erinits of the grading l)eing 
fried on. 

Article XI. 

• 

The lands conceded to the company by article ninth, section tliird, shall be 
Mvered as may be requested on (Compliance with the legal formalities estab- 
ihed for such cases, and it being incumbent on tlie company to prove their 
aracter as vacant lands, to measure them, and to make the respective plans. 
le adjudication of said lands shall be made by the executive power, and from 
le time the declaration is made in the laemises they shall be considered defi- 
tely adjudicated to the company ; l>ut the provisional adjudication shall be 
ide by the President of the State of I*anama, submitted always to the exami- 
ttion and approval of tlie national executive power, and while not disapproved 
I will only produce the effect of preventing any ulterior grant of the same l.inds 
ifaror of a third party. The Republic is not bound in any case to tlie vacating 
pfl guaranteeing the title of the vacant lands which may be adjudicated to 

• company. 

The executive power will fix a time in agreement with the company within 
'Wch the latter shall be bound to designate the vacant lands to which it has 

* right. 

Article XII. 

^hen the lands which may be re^iuired for the extension of the line of the 
^ad, as referred to in article fourth of this contract, or for changes of direc- 
•i of the line, or for the establishment of a second line of rails, shall be the 
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proi>erty of private indi vidua Ik. the comimny Hliall U|ive the right t( 
them on an oftloial apprainenient and the JuMt indeumiflcation of the pr< 
in (conformity with the dispositions of the law of the 22d of May, 180 
cernin^ the mo<le of proceedinf? in those civil cases, the cognizance o 
nplHM'tains tr) the trilmnals of the T^nion." 

Article XT 1 1. 

The railroad enterprise is esteemed of public utility. 

Article XIV. 

The company is auth:)rized to projwse to the executive power the reg 
which it may judge i>roper for the i>olice, security, and i)reservatlon of : 
of comnmnicatlon, ix)rts. works, and establishments of all kinds ; b 
regulations shall not be put in force without 1l»e express approval of th 
tive power, which even after having ap])roved them may amend or anr 
as it may deem proi)er,. procee<ling always in conformity with the law 
Republic. 

The c<mipany ccmtinues authorized to propose to the executive power t 
lations which it may judge proper for the pDlice, security, and preserv 
its ways of conuuunicatlon, jmrts, works, and establishments of all kindi 

Such regulations shall not be carried into effect without the express i 
of the executive power: but the latter, after having approved them, 
change them nor annul them without the consent of the company. — [A 
Contract of 1876.] 

Article XV. 

The tariff of charges and freights on money, carriage of merchand 
transport of travellers over the railroad, board and storage in the dep 
establishments of the company, shall be fixed by it, and modified as it m 
best for its interests, but it shall be bound to inform the local autho 
said tariffs and modifications with at least thirty days* previous notice 

Article XVI. 

The company binds itself to transport gratis over the railroad the ! 
and State mails that may have to be carried from ocean to ocean oi 
intermediate point ; and It may make such pecuniary arrangements as 1 
proper for the transportation of foreign mails, the passage of which 
Isthmus is declared free to all nations; but the Government of the ] 
may prohibit the passage by the railroad of the mails of those nations t 
be at war with it, in which case the company shall refuse to carry th 
the railroad. 

Article XVII. 

The company may freely introduce into the Isthmus without pay 
duties or imposts of any kind all the implements, machines, tools, m 
provisions, and manufactured articles intended for the construction, ' 
and preservation of the railroad, and the provisioning of the worki 
ployed on it. 

Article XVIII. 

The company is exempt from paying taxes or contributions, national, 
pal of the State, or of any other kind, upon the railroad, its war 
wharves, machines, or other works, things, and effects of any kind belo 
it and which, in the judgment of the executive power, are necessary for 1 
ice of the said railroad and its dependencies. 

Article XIX. 

In compensation for these exemptions, the company binds itself to t 
gratuitously and without the Government having to pay anything ei 
freight or for any other cause, the troops, chiefs, and officers, and th< 
page, anununition, armament, clothing, and all similar effects that ma: 



INVESTIGATION OF PANAMA RAILWAY COMPANY. 14$ 

to, are, or may be destined for the immediate seniee of tlie govermnent of the 
Republic, or of the State of Panama, as also their officials in service or in com- 
mission, and those individuals who with their families and baggage may come- 
to ttie country in the character of emigrants and of new settlers, with the per- 
manent character of such, for account of tl\e Government, up to the number of 
2,000 annually. The executive power shall dictate the provisions as it may 
deem proper in such cases, in order to prevent those passengers whose entry 
into Coloi^bian territory may be purely accidental from availing themselves of 
this concession. 

Tlie executive power of the union shall dictate the provisions which may be' 
necessary, at the request of the company, to prevent abuses in the gratuitous 
passage which Article XIX of the aforesaid contract concedes to national em~ 
ployees and those of the State of Panama. — [Art. IV of contract of 1876.] 

Abticle XX. 

Colombian productions shall be transported by the railroad during the first 
twrenty years of this contract, paying only one-half the rates of freight or trans- 
portation previously fixed by the company for foreign products of the same 
class, but this term being concluded they shall pay a charge or freight not ex- 
ceeding two-thirds of that previously fixed in the tariff of the company — tarMT 
rates which the company can not increase in future in regard to Colombian 
productions. ( See amendments of Aug. 18th, 1891. ) 

In order that Colombian products may be transiwrted by the railroad under 
the conditions of Article XX of the same contract, there must precede a declar- 
ation of the shipper, duly attested by the bill of lading of shipment, with a cer- 
tificate of the administrator of the national treasury at the port of shipment or 
other similar document, at the time of offering them, that such products are 
really Colombian; a necessary condition, without which there shall be no- 
ground for any claim. — [Art. V of contract of 1876.1 

Abticle XXI. 

Passengers, money, merchandise, objects, and effects of all kinds destined for 
interoceanic transit over the railroad, while they remain in the warehouses and 
depots of the company, or in its possession, are exempt from dues and taxes, 
national, municipal of the State, or any other description. In like manner the 
vessels which may enter the i)orts at the termini of the railroad, as well as 
their officers, crews, and their agents, shall be exempt from the payment of 
twmagedues or of any other tax or contribution whatever on account of service 
applied directly to the interoceanic transit. 

ARTICTJi: XXII. 

Travellers passing from one sea to the other over the railroad shall not 
, require any passports to pass over it, excepting in cases of foreign war or 
Internal commotion, when the Government may deem the presentation of pass- 
ports expedient for the security of the country or the preservation of public 
order. Nevertheless, persons who have been expelled from the territory of the 
Republic, or other individuals whom the laws forbid an entrance into the coun- 
try, shall not pass over the railroad. 

Abticle XXIII. 

In case the present privilege conceded to the company shall be declared for- 
Wted by the competent tribunal, it shall return to the Republic such lands 
gninted in ownership, and by gratuitous title, as may not be already transferred 
in fee to the third party, and it shall have no right to exact any indemnification 
for improvements, nor for any other cause. 

Article XXIV. 

It is obligatory upon the company to make a survey of the lands, with notice 
to the owners of adjoining lands, and to make a topographical plan of the road, 
Irtth all its dependencies, such as bridges, aqueducts, viaducts, and other works 
which it may have constructed for the service of the railroad, in order that by 
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means of such plan it may be clearly known what the company holds tn owner- 
ship, and to what purpose the exemptions provided for are destined. 

Abticle XXV. 

The company binds itself to execute constantly, with all care, punctuality and 
celerity, the transportation of the travellers, cattle, merchandise, goods and 
materials of all kinds that may be confided to it, payment being m^e of the 
charges and prices of transiwrtation that may be fixed in the respective tariff. 
The disposition of this article is, nevertheless, no obstacle to the company's 
entering into special contracts for the transportation of articles whose bulk, 
weight, or exceptional nature do not allow of their freights being fixed before- 
hand. 

The provision of the final part of Article XXV of the aforesaid contract of 
1807, by which the company was permitted to enter into special contracts for 
the transportation of articles whose bulk, weight, or exceptional nature would 
not allow of their freights being fixed beforehand, is made applicable to all 
kinds of articles of commerce. — [Art. Ill of Contract of 1876.] 

Abticle XXVI. 

Vessels of nations which may be at war with the United States of Colombia 
shall not be admitted to the ports situated at either extremity of the railroad, 
nor shall the productions, effects, and property of such nations enjoy the free 
transit of the Isthmus over the said road. 

Article XXVII. 

It is obligatory upon the company to maintain constantly in Panama or Colon 
a representative with sufficient power and authority to treat, whenever it may 
be necessary, personally with the Government on matters having relation to the 
enterprise. 

Article XXVIII. 

The present privilege cannot be ceded or transferred to any foreign govern- 
ment, that is to say, to any government existing outside of Colombian territory, 
under pain of forfeiture of the said privilege by the mere act of attempting or 
verifying such cession or transfer, which act, from the present time, is declared 
absolutely null and of no value or effect. This privilege shall also be forfeited 
in case the railroad company shall not execute the transportation during a 
period exceeding four consecutive months (fortuitous cases excepted). 

This privilege will also be forfeited by the failure of payment, after being one 
year overdue of any of the quarterly payments. Delay in the payments for a 
less period subjects the company to the payment of interest at the rate of sevCT 
per cent per annum. 

IN one of the cases of forfeiture of the privilege fixed in Article XXVIII shall 
go into effect until the resolution of the government in which the declaration of 
forfeiture is made is served in due form, and at least three months in advance, 
on the coraphny and on the agents of the persons to whom the government may 
transfer or hypothecate the revenue to which it is entitled by Article III, if said 
transfer or hypothecation shall have taken place ; it being understood that if, 
after the notification has been given, and during the aforesaid three months, the 
company, or the interested persons of whom mention has been made, shall sat- 
isfy the Government, causing the reason for complaint or forfeiture to disap- 
pear, the said declaration shall not be carried into effect. — [Art. VI of Contract 
of 187G.] 

The Government reserves to itself the right to hypothecate, in whole or in 
part, the revenue, of which mention has been made in Article VI of this con- 
tract (except the right of the State of Panama to the annual proportion of 
$25,000), before the time at which said revenue is to be paid, and whatever may 
be hypothecated shall be payable in such a manner as the Government may 
direct ; and the railroad company binds itself, on being notified of any transfer 
or hypothecation, to accept it and to make payment at the maturity of the instal- 
ments to the persons or parties In whose favor the transfer or hypothecation 
may have been made. — [Art. VIII of Contract of 1876.] 
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Abticle XXIX. 

In case of the forfeiture of this privilege from any cause, the ownership and 
all possession of the railroad, with all its dependencies, appurtenances, and 
iccessories, shall pass to the Republic without the company's having thereby 
iny right to indemnification or remuneration of any kind. 

Abticle XXX. 

The Government of the Republic binds itself to protect and maintain in all 
heir integrity the rights of the company resulting from the present contract, 
ffovided the company complies punctually on its part with the duties and 
►bligations which it undertakes, and that the privilege continues in force. 

Abticle XXXI. 

The right which said Republic reserved to itself by the contract of the 15th of 
ipril, 1850, to redeem the privilege of the company, being especially hypothe- 
cated as an additional security for the loan contracted by the said Republic in 
[iondon under date of the 1st of October, 1863, it is stipulated that the products 
from the railroad, which by this contract belong to the Government, remain sub- 
sidiarily applicable to the payment of the obligations of the Government of the 
Republic, in regard to that loan, whether it be to complete the annual install- 
ments which the Government is obliged to pay in London on account of the 
Interest and amortization of the capital, or to redeem the bonds of the loan at 
par, if in 1874 their redemption shall not have been completed. 

Abticle XXXII. 

In consequence of the stipulation in article third, the Government renounces 
the benefit or participation of three per cent, which by article fifty-five of the 
primitive contract it had in the net products of the enterprise, and the quota of 
five per cent which had also been reserved in its favor by article thirty of said 
contract in the transportation of correspondence, and which quota it was stipu- 
lated should not be less than ten thousand dollars annually. The account of 
these profits shall be liquidated immediately in the terms fixed by article fifty- 
five up to the day on which the presents contract begins to rule and have effect, 
and the payment of the balance which may result in favor of the Republic shall 
be made by the company in New York to the order of the Government. 

Abticle XXXIII. 

Questions which may arise between the GU>vemment of the Republic and the 
Inroad company concerning the understanding or the fulfillment of this con- 
tract shall be decided by the courts and tribunals of the Ck>lombian Union 
according to the constitution and laws of the Republic. 

Questions that may arise between the Government of the Republic and the rall- 
ied company, as to the understanding or the execution of this contract, and of 
those of 1850 and 1867, to which this one refers, shall be decided without appeal 
by the federal supreme court of the Colombian Union, without the intervention 
ot any other tribunal.— [Art VII of Contract of 1876.] 

Abticle XXXV. 

The ninety-nine years of the duration of the privilege conceded by this con- 
tract shall be counted from the date on which it may be approved by the Oon- 

gress-o 

Abticle XXXVI. 

At the expiration of the term of the privilege, and by the sole fact of its 

Miration, the Government of the Colombian Union shall be substituted in all 

* the rights of the company, and shall enter immediately into the enjoyment of 

•Note.— Which was August 16, 1867. 
PAN BY— 05 ^10 
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the line of coiiimuuU.'ation, of all its fixtures, of all its dependencies, and of all 
its products. The company shall be bound to deliver to the GoTemment, hi 
good order, the roads, the works which compose them, and their dependmicies, 
such as landing and discharging places, offices, machines, and in general what- 
ever movable or iminovable objects, whether destined for the especial service 
of transportation or applicable to any other object connected with the enter- 
prise. 

Abticm XXXVII. 

The present contract contains all the concessions and privileges which the 
existing Panama Railroad Company has acquired for the future. In virtue of 
which it is declared, and the parties hereby expressly agree, that at no time can 
the company claim rights or privileges which are clearly not contained in this 
contract, unless they may be granted bj' subsequent acts. 

Abticle XXXVIII. 

The contract of the 15th of April, 1850. approved by the legislative decree of 
the 4th of June of the same year, is hereby reformed by the terms of the present 
contract; and extended as it is in thirty-eight articles, It shall be submitted 
to the approval of the Executive Power of the Republic, and, when obtained, 
It shall be presented to Congress, the consent of which is required In order that, 
being enacted into law, it may be carried into effect.** 



AMENDMENTS AGREED UPON BETWEEN THE PANAMA BAILROAD COMPANT AND TBI 

BEPUIILIC OF COLOMBIA, AUGUST l^H, 1^1. 

Article I. 

Article twenty of the contract of July 5th, 1867, approved by law No. 46 of 
the same year, shall read as follows : 

From and after July 1st, 1892, Ck)lombian products passing over the Panaait 
Railroad shall pay only hull of the rate of freight established by the company 
for foreign products of the same class. 

Abticle II. 

Salt from the Colombian salt pits of the Atlantic coast Intended for tliB 
national ports of the Pacific shall be transported by the same railroad com- 
pany at the following rates • 

A quantity not exceeding six millions of kilograms each year, and which sbaU 
in no case exceed 1,000 tons per month, at the rate of two dollars ($2) gold per 
ton without any deduction. Shipments of the salt referred to that may exceed 
the quantity above stated shall pay the rate that is established for title otber 
Colombian products in the previous article. 



[Translation.] 

MODIFICACIONES CONVENIDAS ENTBE LA C0MP.LN1A DEL FEBBOCABBIL DE PANAMX T 
LA. BEPUBLICA DE COLOMBIA, FECHA 18 DE AGOSTO DE 1891. 

I 

Abticulo I. 

El articulo 20 del Contrato de 5 de Julio de 1867, aprobado por la ley 46 del 
mismo afio. se modifica modo sigulente : 

Desde el V de Julio de 1892, los productos colombianos que pasen por el 
Ferrocarril de Panama pagar6;n solamente la mitad de la rata de fletes efltab* 
lecida por la Comapflia para los productos extranjeros de la mismo clase. 
' » -^■~*""*'"*^ 

oNoTE. — Congress approved August 16, 1867. 
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Abtigttlo II. 

Lie sal de las salinas colomblanas de la Costo del Atlantloo que se destine a 
pnertos uacionales del Pacifico serft trasportada por la GompalUa del Ferro- 
rril a las ratas slgulentes : 

Una cantldad que no exceda de seis milllones de kllogramos cada af&o, y 
e no pase en ulnguu case de mil toneladas mensuales, a la rata de dos petoe 
2), oro, por tonelada sin deduccion alguna. Los embarques de la sal referida 
le excedan de la cantldad arriba expresada, pagar&n la rata que se flja para 
3 demas productos colombianos en el artlculo anterior. 



Committee on Ini'brstate and Foreign Commerce, 

House of Kepresentatives, 

Wofihington^ D. C.^ February 20^ 1906. 

The committee met at 10.30 o'clock a. m., Hon. James R. Mann 
icting chairman) in the chair. 

STATEMEHT OF MS. DSAKE-^ntinued. 

Mr. Townsend. You were asked to bring us some information 
lis morning ? 
Mr. Drake. Yes, sir. 
Mr. TowNSFND. Have vou done so ? 

Mr. Drake. I have, sir. I was asked to indicate the amounts 
aid to members of the committee and members of the board of 
irectors, and also the dividends which have been paid to those 
entlemen. I submit a statement here, taken from the books, giving 
Q the details in regard to those matters. 

The statement referred to is here inserted in the record, as follows : 
(Exhibit 15 not furnished.) 

Mr. Townsend. Mr. Dtake, have you prepared an opinion as to 
^hat should be the policy of the Government in continuing the line 
f steamers in connection with the railroad ? 

Mr. Drake. I have, sir. I have prepared an expression of my 
pinion upon three questions here, the three questions that have 
•een submitted to me for consideration ; one as to 4he continuance of 
he steam^p line, one as to the advisability of moving the general 
ffices of the company to the Isthmus, and the third as to the advisa- 
bility of discontinuing the contract with the Pacific Mail Steamship 
Company. [Reading.] 

Up to this moment I feel that I have entirely failed, for various 
reasons, to get before your conmiittee an intelligent, logical state- 
DQent of my opinions on three of the most important features of the 
Question before you relative to the policy to be adopted by the United 
States Government in the operation of the Panama Railroad, of 
^Wch it has become in fact the principal owner, viz : 

1. The proposition to discontinue the operation of the com- 
pany's steamship line between New York and Colon. 

2. The proposition thai the general offices of the company in 
New York be closed and the management and operation of the 
railrdad be entirely transferred to the chief engineer of the canal 
companv on the Isthmus, provision being made to care for its 
fiscal affairs only in New York. 

8. The advisability of continuing the present contract with the 
Pacific Mail Steamship Company, or of terminating it as now 
arranged and refusing to enter into exclusive traffic relations with 
that or any other steamship company on the Pacific coast. 



148 INVESTIGATION OF PANAMA RAILWAY COMPANY. 

Regarding the first item, viz, the proposition to discontinue the 
steamship hne, I think I can safelv assert that tfie end sought to be 
obtained by that step, viz, that the line will be replaced by a sufficient 
amount of tonnage of both foreign and domestic registry which will 
be attracted to Colon to permanently provide all necessary speedy 
regular and efficient rates, will not be realized to the satisfaction of 
any but the cheaply operated foreign lines now seeking to enter the 
trade to the ultimate exclusion (by reason of lower cost of const^u^ 
tion and operation of their ships) of practically all vessels of Ameri- 
can registry, as is practicallv the case at this time with all foreign 
ports on the Atlantic coast of North and South America, except those 
now served by the Ward, Red, Clyde, and Porto Rico steamship com- 
panies ; and some of the business of those American lines is now car- 
ried in foreign bottoms. 

If we consider the proposition that the Government continue to . 
operate the steamship line, but practically only for its own con- i 
venience in the transportation of passengers, mails, baggage, specie, i 
material, and supplies belonging to the canal company or connected 
with the canal construction at such special reduced rates as would 
naturally be applied, there can, I believe, be but one result — the opera- 
tion of the line will be at a loss, instead of a source of revenue. Fur- 
ther, such a course would deprive the various lines it is proposed to 
favor, now" seeking to enter the traffic, of anticipated earnings and 
make surer the probability that the volume of business would not 
Avarrant them in providing for other than a port-of-call service; , 
hence the more lines that enter the business the more certain will be ] 
the unfavorable result of their competition to themselves. I 

If the question of the entire discontinuance of the steamship lines ; 
be considered from the standpoint of earnings or revenue for the rail- j 
road or the continuance of present control of its own business, I sub- ] 
mit that a discontinuance of the line would result in a total loss to ] 
the railroad company of all the net earnings of the steamship line, ' 
which for 1904 were over $175,000 and for the past ten years over ^ 
$1,125,000 and which may be expected hereafter to be very muck \ 
increased when the canal construction actually begins. In reaching 
the above result of earnings I have show^n elsewhere in my testinaonjf 
that the steamship line has been neither unduly favored nor discrinu- 
nated against. 

LOSS OF BUSINESS CONSEQUENT UPON THE ABANDONMENT OF STEAMSHIP 

LINE. 

The Panama Steamship Line furnishes, and has furnished, the only 
direct and regular means of transportation between New York ana 
the Isthmus, and it is only by furnishing such direct and regular 
transportation that the compamr has been enableJ to maintain the 
earnings of the railroad at the figure Which they have reached. All 
other lines running to Colon use that only as a port of call, giving 
thus a service slow, irregular, and not attractive to shippers. 

If this company were to abandon the steamship line there would ba 
no longer such direct and regular service. Various otJier companies 
have indicated a readiness to take part in transportation between the 
United States and Colbn, but only by making Colon a port of caD- 
A certain amount of traffic would undoubtedly be carried by suA 
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vesKsels, but they would be unable to furnish the transportation requi- 
site to maintain the business of the route, which requires a prompt, 
regular, and trustworthy service, not subject to the delays which 
inevitably occur where a port is only one of a number at which a ves- 
sel calls. 

Nor can it be expected that a new direct line between New York 
and Colon would be established to take the place of the company's 
line. The lines from the United States making Colon only a port of 
call could take enough of the business offering to make such a direct 
line unprofitable. Kegular and frequent sailings can not be expected 
except under the present system. At the present time the United 
Fruit Company has been making Colon a port of call, at the request 
of this company, for its New Orleans boats ; our object in arranging 
this being to accommodate the Middle West and relieve a threatened 
pressure on the facilities of our line. But though we have made 
favorable arrangements with them they have not been willing to take 
any freight from Colon to the United States, finding cargo from 
otiier ports more profitable. 

To secure traffic shippers must be assured that they can rely upon 
an opportunity to dispatch their ffoods at regular and reasonaoly fre- 
c^uent intervals, and that the goocls will be forwarded to their destina- 
tion without undue delay. Tliese things are as important as the rates 
at which the goods are transported. For the great bulk of profitable 
traffic low rates will not compensate for uncertainty in transportation, 
and we have alwaj s found it necessary to be vigilant to secure this. 
Any failure in this respect is immediately reflected in the amount of 
business seeking the route, which falls with every such failure and 
rises with every improvement. For example, since the establishment 
of a weekly instead of a ten-day service in 1899 the total outward- 
bound business of the steamship line has increased from 53,206 tons 
in^l896, 53,230 tons in 1897, and 51.814 tons in 1898 to a total of 
107,064 tons in 1904 ; while the homeward business has increased from 
24,254 tons in 1896, 31,966 tons in 1897, and 34,462 tons in 1898 to 
62,230 tons in 1904. In the same period, and under the same influ- 
ences, the tonnage to San Francisco rose from 22,561 tons in 1896 to 
39,180 tons in 1904 ; while that from San Francisco to Xew York rose 
from 13,096 tons in 1896 to 30,272 tons in 1904. 

In the case of the European lines, we have often found it necessary 
to make use of our ability to ship goods to Europe via New York (to 
which I shall hereafter refer) in order to overcome difficulties that 
arose from the fact that none of those lines Avere readv to furnish the 
service necessary to obtain and hold the traffic. The same difficulty 
would arise in the case of lines from the United States, and if this 
company's line were abandoned there would be no Avay of meeting it. 
By its bills of lading and those which are issued for transportation 
over the railroad to points beyond, the company reserves the riffht of 
forwarding from Colon by such carrier as it should select. While 
the company has run its own steamship line from New York this pro- 
vision has been of great value. If freight bound to Europe was not 
properly and promptly taken care of by the European lines running 
to Colon, or it rates were not made which would enable this company 
to secure business profitable to it, the company has been in a position 
to forward the freight by its own line to Xcav York, and thence to 
Europe, which has given it control of the situation and enabled it to 
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draw to the Isthmus niucli traffic which it would otherwise have lost 
While it has very rarelv been necessary for the company actually to 
take the step of forwarding the goods via New York, it has frequently 
had occasion to threaten to do so, and the possibility that it mi^t 
take this course has always been sufficient to secure for the railroad 
from the trans- Atlantic lines such advantages in service and rates as 
were necessary to draw to it the freight desired. 

With the abandonment of the company's own steamship line it 
would suffer, then, in two ways. It would lose all power of insuring 

!)rompt and efficient service by the trans- Atlantic lines and would te 
eft without any adequate connection with New York, while it would 
be powerless to control such connection as it might be able to secure. 
The company's experience has been ample to show that a great 
diminution in the business passing over the Isthmus would necessarily 
follow. The business between ^^iw York and San Francisco would, 
in my opinion, be nearly if not quite extinguished. Always exposed 
to severe competition from the transcontinental lines, to which wiU 
shortly be added that by the Teh uan tepee, Honduras, and Guatemala \ 
railroads, the Panama route can hold its business only by furnishing 
regular, prompt, and efficient servi(;e. Nor would it, in my opinion, 
be possible to obtain a coimection on the Pacific if the line from New 
York to Colon were loss efficient and regular than now. It has always 
been difficult to secure regular transportation betw^een Panama and 
San Francisco, and if a carricT on tliat route can not reckon upon 
prompt and regular service between Colon and New York, it will be 
impossible probably to induce him to furnish satisfactory service for 
a business which is not in itself attractive under any circumstances, 
nor, if sucli connection could be obtained, would it be possible to 
secure the busineiis. Th(5 bulk of the freight offering at San Fran- 
cisco for Nciw York recjuires particularly prompt and regular dis- " 
patch. Wine, for example, which is the most important single item 
in that business, suffers greatly from delay in transportation, and 
complaints are always made when such delay occurs in respect of it. 

In another way this power of forwarding the goods to Europe via 
New York has greatly affected the net results of the company's 
operations. 

Mr. SifACKLKFORo. Would it interrupt you if I asked you a question 
right there? 

Mr. Drake. No, sir; not at all. 

Mr. SirACKLKFORi). Is there not u large amount of wine procluced 
in ('alifornia and shipped to Hamburg I)y way of the Straits of 
Magellen, by way of that Hamburg-American Line? 

Mr. Drake. Yes, sir; I believe there is a quantity carried by the 
Kosmos Line. You con get full statistics of the output of wine, 
and 

Mr. SiiACKLEtx)Ri). T just wanted to know, in a general way, 
whether it is not a fact 

Mr. Drake. Yes, sir; it is. 

Mr. Shacklefori). Whether there is not a large amount of wine 
going through the Straits of Magellan, instead of across the Isthmus! 

Mr. Drake. Yes, sir. A (considerable quantity by the Kosmofl 
Line, which operates jointly with the Hamburg- American Line. 

Mr. Siiacki.eford. They are not allowed to ship across the Isthmus 
on the same terms as other lines? 
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ilr. Drake. They have been offered the advantage, but have not 
ivailed themselves of it up to this tune. (Reading:) 

It has frequently been the case that European lines running to Colon, seeking 
freight more profitable to themselves at various other ports of call, have left 
ipon the Isthmus goods which they should have transiwrted upon their own 
ressels, which have occupied the warehouses and cars of the company, at one 
ime as many as 100 cars filled with goods which those vessels might have taken, 
)eing in the yards of the c«)n\pany at Colon. By the threat of transportfng 
:hese goods to Europe via New York the company has always been able to 
compel the trans-Atlantic carriers to furnish adequate service, and thus has 
saved itself from the great expense which such an accumulation of freight 
Involves. This advantage the company would of course lose if it abandoned its 
steamship line. 

TRANSPORTATION OF GOODS FOR THE COMPANY. 

The !ict earnings and gi*oss receipts at the slpamship liiir<, as estimated 
above, do not leally iiidicfite the whole direct advantage* v.hioli tiie niinpauy 
obtains from its ownership of the line. The very large amount of supplies and 
stores for itself and its employees, which the company is continually transport- 
ing from New York to Colon, has been carried upon its steamers at a rate very 
much lower than that at which other freight has been carried. This advantage 
wonld of course disappear with the abandonment of the line, and should be 
taken Into account in estimating its effect upon the revenues of the company. In 
the year 1904, for example, there were transported by the steamship line 5.000 
tons of supi'lies for liie uiiJvdad <-oinpany and its euiploye*^s, at ;i pi.!« e of $."1 per 
long ton, amounting to .$25,000. It is impossible, exactly, to estimate what the 
additional amount of freight would have been had this business been carried for 
o'ltside shipi»ers. tbr ijles varying with the character ot Hit? .crouds. ;>n(l {:c»ods 
not for the company bcin^ taken on a measurement basis when that is more 
favoral)le to the ship. I think that, on a conservative estimate, this freight of 
$25,000 would have to be doubled in cost to the company if the t^oods wenj !iioved 
l)y an ontside carrier. 

The loss to the coniiumy from the direct earnings of th« stoauisblp line, 
witli the additional loss from higher rates on supplies, alone can not be estimated 
V itb accuracy. The sum of these, may be. I thinlv, proi)erly set al from $225,0<X) 
to $2o0.0(K) per annum, but will l)e greater as business to the Isthmus increases. 

The loss in other ways will, in my opinion, he far greater in amount, but data 
are lacking to estimate it properly, for nol)ndy can say how mucli the railroad 
will suffer from the loss of all control over connecting carriers, and of all 
rowel's' to maintain suitable connections with New York, which will follow the 
abandonment of the line. The San Francisco business will, I am quite clear. 
be wholly, or almost wholly, lost, and the earnings of the railroad alone fnmi 
this business amounted in 1904 to $100,951 on west-bound business, and $67,293.6!i 
on east-lK)und business. Concerning the trans-Atlantic business it is impossi- 
ble to speak excei)t generally. Tlie increasing growth of traffic between Europe 
and the west coast, via the Straits of Magellan will render it easier for this 
trade to take another route, and it has been our experience that only our ability 
to control the situation through our steamship line has enabled us to keep this 
business in a satisfactory- condition. It is to us very clear that to surrender 
the various advantages of this line would imperil the ability of the railroad to 
mahitain itself and pay its fixed charges, which latter now, and will for the 
next twenty years, amount to $.500,000 per annum. 

That is all I have to say on that fir-t item. With respect to the 
^cond item, regarding the advisability of traiisferi'ing the company's 
general office to the Isthmus — I submit, that the respectiA^e terminals 
of the company's through line are New York and Panama, and it 
follows that the contiiuiaiice of th(» company's general office in New 
York, the commercial metropolis of the Western Hemisphere, is of 
paramount necessity. The progressive dcA^elopment of its traffic and 
revenue can justly be attril)uted to the location of headquarters in 
Xew York. As at ])resent conducted, the com))anyV business re- 
quires and secures the faithful, intelligent, and uninterrupted services 
of every employee regularly attached to that office. 
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The fiscal business of the conipany, which involves collection 
gross earnings, the payment of expenses of everv character, the 
redemption and cancellation of bonds, the payment oi interest charges 
and dividends, the payment of freight balances t<i agencies of connect- 
ing line^. the drawing of bills of exchange, the settlement of claims 
tor loss and damage to cargo and property, and the handling of gold 
find silver funds, together with the deposit and withdrawal of money 
with banks and trust companies, is conducted at the company's New 
York oiRce with greater precantion, security, and less expense than 
would result from the employment of outside agent.s. Under the 
direction and control of the executive officers of the company traffic 
agreements ai'e formulated and carried out from New York and the 
resulting benehts in gross earnings fi-om connection with twelve 
important steamship lines in this country and abroad collected and 
deposited in bank. 

The character and quantity of materia! and suppli&s required for 
the construction, maintenance, and operation of ttie company's rail- 
road and steamship lines is determined and proper measures talten to 
insure its purchasing and forwarding under the best possible condi- 
tions. 

Tlie skilli'il l:ilH>r required at the Isthmus is sought and engaged in 
Xc" Voi'k iiiiiU'i- the most careful scrutiny as to character and 
ability, ami lin' liigh character of the company's present staff of 
enipluyc^'- Mti'-i- lit" F:M't. 

The iip] ■;; -n- I.I ■'" aLTi'Tif- of every character — that is, special 
agents, liii' _■ u i.^ ■iiM'liiiL' iigents, and legal representatives— 
for the cMini'iui^ ■:' i];-i:'iii pnijits is passed upon and settled in New 
York. 

The bonding of all the company's subordinate officials who have 
the custody or "handling of its finances is effected in Sew York. 

The insurance upon ship's pro])erty and cargo at home and abroad 
iielonging to or in tyirp of the conipany is elfected in New York. 

The charter of outside vessels to transport the company's bulky 
material and supplies is effected in New York . 

It is, besides, a most noteworthy fact that 50 per cent of the railroad 
company's through traffic originates or terminates in New York, and 
the collection of 40 per cent of the total freight earnings of the com- 
pany and of its connecting lines is made there by this company and 
BBttfements effected with the resident agents, and at the risk of repeat- 
ing myself somewhat I beg you to note that the total gross earnings 
of the company pi'.r annum or almost three millions of dollars is aaoa 
in New York', as is the disbursement of the total of two and on« 
quarter millions of dollars of expenses and fixed charges, without th* 
loss or misappropriation of one dollar. 

I think a careful i-eview of the situation should convince the most 
earnest advocate of the change that it is inadvisable and against the 
best interests of the company, and that none of the business referred 
to could be performed as well (if it could be done at all) at the Isth- 
mus as in ^ew York. 

From a trafKe standpoint T submit that to close the New York era* 
and transfer the management and operation of the railroad to the 
Isthmus and attempt to i-egulate the company's traffic relations at that 
point would be equivalent to a complete surrender of the companys 
control of its business into the hands of rival or competing intflrestS) 
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for however simple its accomplishment may appear, a slight study 
mR prove its impracticability. With an aggregate trafSc of 400,000 
tons canied to the Isthmus by 12 important steamship lines for 
transportation over the railroad in 1904, the handling of the attend- 
ant cargo papers, the verification of inserted weights, measurements, 
and rates, the certification to the treasurer of the moneys due to and by 
the company, together with the correspondence and accounting inci- 
dent thereto, at present requires the service of a clerical force such as 
is now engaged m New York, trained and competent, faithfully and 
constantly employed, and not overpaid. 

Double the force would be required at the Isthmus and the work 
could not be as well and speedily accomplished, for climatic and sani- 
tary conditions there make necessary the allowance of vacations of 
two months with leave of absence pay to Americans and Europeans 
engaged there in order to insure good clerical work, and the rates of 
pay to such employees are 25 to 50 per cent higher than in New York. 
Again, it is not to be expected that the traffic interests of the railroad 
would be as carefully safeguarded by any official whose chief purpose 
is to construct the canal, and whose tendency, therefore, would be to 
favor that work, as by officials especially employed to facilitate the 
safe and speedy transportation of cargo, and instructed to cooperate 
in every possible way with canal interests and work. 

liegarding the proposition that has been made to open the terminals 
of the company at both ends to all steamship lines on both oceans and 
establish a low transfer tariff over the railroad at uniform rates to all, 
1 submit that the attempt was made by the French Canal Company, 
which began by applying a uniform rate to all cargo that originated 
in Mexico and Central America, with the result that the earnings of 
the railroad were seriously reduced while rates previously established 
were not reduced by the connecting lines because the traffic would 
stand them, and those lines quarreled over the division of the reduc- 
tion of its proportion allowed by the railroad. Years of effort were 
required to restore the railroad company to its previous status as 
to division of rates after the attempt had been abandoned. There is 
no reason to suppose that a better outcome could be secured now.* 

To conclude on this subject, I submit my opinion that only so long 
as any shares of the company's stock was held by others than the 
United States Government will the necessity continue for the exist- 
ence of a board of directors with subcommittees and officials called 
for by the company's articles of incorporation, as the company's 
entire business can be conducted by a competent chief executive 
responsible to the owner (the United States (jovernment) with sub- 
ordinates to head the several departments, as at present. 

Regarding the third item, viz, " The advisability of continuing the 
present contract with the Pacific Mail Steamship Company, or of 
terminating it as now arranged, etc.," I can not do better than submit 
a letter on the subject Avhich was prepared after a most careful study 
of the company's experience, which letter was unanimously approved 
bv the company's board of directors. Its conclusions are unanswer- 
able if the company's policy is to be governed by a purpose to continue 
the development of its business on a profitable oasis. 

Tbe questions now presented have two aspects : 

First, as to the business operation and practical results of the contract between 
this company and the Pacific Mail Steamship Company ; and, second, as to the 
legality of the contract. 
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(1) As T() THE OPKUATION AND RESULTS. 

I 

Tlie Panama Railroad C^mipany Ih not merely a railroad corporation. Iti 
charter iM)werH extend to tlie operation of botli a railroad and steamships. It i 
1» in the exercise of this express power that the corporation has from time to 
time, during the fifty years of its life, operated its own steamship lines on both 
sidert of the IrithmuM, in connection with the railroad, thus making a continnoui 
line and service. 

Prior to 1872 the Panama Railroad Company had operated its own steamship 
line hetween Panama and Central America and Mexico, hut this proved unprof- 
itable. Traffic between Panama and San Francisco was carried on in connection 
with the Pacific Mail Steamship Company. 

In that year a contract was entered into with the Pacific Mail Steamship 
Company for interchange of business between Panama and San Ftancisco, and 
intei*mediate iK)lnts in Central America and Mexico. This contract remained 
in force until 1870. 

In the latter year this company terminated the cjmtract and established Its 
own Pacific line iKJtween Panama and San Francisco, maintaining it until Feb- 
i-uary, 1878. 

The result of operation of this Pacific line by the railroad company was very 3 
unsatisfactory and disadvantageous to it. It was f<mnd impossible to secure j 
any other or more regular reliable cocarrier than the Pacific Mall Company. • 

This led to the making, in 1878, of an exclusive contract with the Pacific Mall; 
a contract which continued until February, 1893. At that time this company 
demanded a more favorable division of rates, and the Pacific Mall refusing to 
accede thereto, the railroad cojnpany attempted to terminate the contract by 
declaring it at an end. The Pacific Mall insisted, however, that certain prior 
contracts with tlie railroad company entitled it to a continuance of the agree- 
ment so far as concerned the traffic to and from Central American and Mexican 
ports, and hromxht suit in tlie supreme court of the State of New York to estab- 
lish its contention. The court adjudged the contract in force and enjoined the 
railroad company from disregarding It, either by establishing its own line or by 
making other connections in contravention of it. 

During the {>erIod in which tlie rights of the railroad company and the Pacific 
Mail, In respect of Central American and Mexican traffic, were thus in litiga- 
tion. It bccnnie n(»cwsary to deal wltfi the traffic between Panama and United 
States ports on the Pacific *iot affectetl by this controversy. 

At that time the merchants of the I'aclflc coast States considered that the 
trnnscontiiH'iital railroads were abusing their ix>wers and exacting unreasonHble 
rates; bitter hostilities existed between the transcontinental railroads and the 
shippers, and the Panama Railroad Comi)niiy was besought by the nierchiiutJ 
an(i shippers to cooperate with them In the (»stablislimeiit of a line of steaiuew 
running between San Francisco and Panama, to furnish ''omi)etltive outlet for 
their traffic. The railroad company lieartlly supTK)rt«jd the Pacific coast. Pub- 
lic meeting-* were lield in California, and great Interest was manifested in the 
press and commercial community nwpecting this measure, whi(?h resulte<l in the 
organization, by the merchants of San Francisco and the Pacific coast, of a (•or- 
poration entitled the North American Navigation Company, with a cash capital 
of .$2(X),fKj(), to lts(»lf operate a line of steamers In connection with the Pannmii 
Ilallroad (.'omi)any, under an exclusive througli-l)Illing agreement. To encourage 
this comp(»tItIon with the transcontinental railroads, and to foster its own bus- 
iness, the railroad company made an exceedingly favorable contract witli the 
North Amerlr'an Navigation Company, exclusive and through billing, substan- 
tially of the same character as that now existing with the Pacific Mail. 

The oiierations of tlie North American Navigation Company, however, were 
disastrous, and resulted in a banltruptcy of tliat comi)any in May, 1804, with a 
total loss of the investment of the merchant stockholders, and an indebtedness 
by it to this company for material and supr)lles which has never been liquidated. 

* The financial loss inflicted uiK»n the merchants of San Francisco in their desire 
to maintain an independent steamship line was very large, in addition t<i the 
capital inv(»ste<l, notwitlistanding tliat tliore was not the slightest restriction 
placed uiK)ii the number of sailings tlieir ships might malce nor upon the quan- 
tity of cargo they might handle. 

The result of this operation was (H|ually unfortunate to the railroad company, 
whose losses can i)e noted from the financial statement which we will presently 
set forth. 
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Upon the failure of the North American Navlpition Company and the aban- 
mment of the competition by the Pacific coast merchantH. the Panama Railroad 
jmpany was forced to take up any carry on the line with chartertnl vesnelK, 
It at a heavy loss, which it endured until December, 1895, largely from a public 
)irit and to supi>ort the merchants who had lost so heavily in their contest 
ith the i)owerful transcontinental railroads. In December. 1805. an adjust- 
lent was reached with the Pacific Mail concerning the legal controversies 
hlch had been i)ending, and a new contract was made, substantially the same 
3 the one now existing. 

The term of this contract was five years, and It proved reasonably profitable 
) both parties. 

At its expiration in 1900, a demand for what is called the ** open-door policy " 
t Panama arose at the instance ot two foreign lines who were already cocarriers 
7\th the company in other traffic. It was these lines which contended that by 
he concession from Colombia the c-ompany was bound to accord equal privileges 
all responsible lines. 

After prolonged consideration the Panama Railroad Company determined to 
Jive the " open-door " plan a trial, and it publicly announced the adoption of that 
)olicy. All lines ( including the Pacific Mail ) were accordingly invited to partici- 
pate. The Pacific Mall declined to participate or make auy contract upon that 
basis. As a result all relations between that company and this corporation were 
again severed. 

The two foreign companies (at whose urgent demand the policy had been 
adopted) having only vessels of foreign registry, and refusing to charter or 
construct those of American ro;;istry. were unable- to extend their service, as far 
as traffic with this company was concerned, beyond Mexican ports. This com- 
pany made every possible effort, but without success, to secure other lines of 
American registry to take np and operate a line between San Francisco and 
Panama. Efforts also to arouse interest in the Pacific coast merchants to again 
establish such a line met with no satisfactory response, although this company 
offered to give them exclusive control of business to and from San Francisco and 
United States ports beyond, and equal participation as well in the Central Ameri- 
can and Mexican business, which, l>y the compromise agreement with the Pacific 
Mail, this company had again become possessed of. 

Again this company was compelled in self-defense to oi>en and oixrate a 
line of its own between San Francisco and Panama in connection with its Atlan- 
tic line and Isthmian railroad. As in every previous instance, the oi)eration of 
tliat line proved a heavy loss to this ci>mpany. 

At this Juncture the situation of the I*anama Railroad Company was most 
unfortunate. The San Francisco-Panama line was operating at a heavy loss, 
as were also the said two foreign lines running to Central America and Mexico. 
The service of these foreign lines was irregular and inefficient, and perhaps un- 
avoidably so; the patronage of the Panama route was being diverted to other 
channels, and the good will and business of the Panama route was being ruined. 

Mr. TowNSEND. How do yon figiir^^ out that you could operate a 
line of steamships on the Athmtic successfully, but can not do it on 
the other side ? 

Mr. Drake. Because of the long haul and because there is not 
business enough on the route for more than one steamship line. That 
18 the crux or the situation. There is just enough busmess for one 
^ell-managed steamship line, provided it has both the foreign and 
domestic business in connection with the Panama Railroad Company, 
^n the Pacific. If that door is opened and open competition results, 
the consequence is inevitable. 

Mr. Shackleford. Why could you not, by making a proper rate, 
capture of that traffic that I spoke of that goes through the Straits of 
Magellan ? 

Mr. Drake. That is comparatively small and does not amount to 
*^nough to make any appreciable difference. Almost all of that is 
^oved by the Southern Pacific and our line. Considerable of it is 
hroiight around to New York by sailing vessels that have arrived at 
San Francisco with coa] and are looking for a cargo back, and there 
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is one large shipper there who habitually charters vessels, when he 
<!an do so advantageously, and loads the vessel there for New YoA. 

Mr. Shackleford. T speak of that which comes by the Hamburg 
line around by the Straits of Magellen. 

Mr. Drake. That amount is very small, and it would not make an 
appreciable difference. 

Mr. Mann. Do you explain in your paper there why you could not 
operate a steamship line profitably on the Pacific coast, with the 
Panama Railroad, while the Pacific Mail Company could continue to 
operate without the railroad ? 

Mr. Drake. Xo, sir; T could not explain that. I could not justify 
it. I think I make it plain here that losses would inevitably result. 
The distance is 3,500 miles from San Francisco to Panama. The 
Pacific Mail has established stations all along that littoral, and can 
handle the business to the disadvantage of any competing line. We 
Avould have to go to the expense of developing just such agencies, and 
the result of comi^etition there must be disastrous. The operation of 
a steamship line is different from the operation of a railroad. The 
competition is unlimited, and the result is, almost inevitably, the sur- 
vival of the fittest: and unfortunately the foreign lines at this time 
operated are the fittest to survive. 

Mr. Mann. Have the Pacific Mail Steamship Company refused to 
cariT freight through your company ? 

Mr. Drake. I said they had. 

Mr. Mann. I say at those periods, if they had refused to carry 
freight, and thereby run at a loss, how long do you think they would 
be able to continue that? 

Mr. Drake. That I can not say. 

Mr. Mann. Would that be controlled by the fact that they could 
afford to run the Pacific Mail at a loss in order to keep the freight 
rate up for the Southern Pacific and Union Pacific Railways? 

Mr. Drake. I can imagine that if the connection with the railroad 
line were entirely severed that line would be run for the interport 
trade, in order to operate a certain tonnage which they have now 
which is not fit now for anything else. 

Mr. Mann. You say that it would be in competition with foreign 
lines ? 

Mr. Drake. I think so. 

Mr. Mann. Then the only line which is now operated so as to carry 
freight to San Francisco by means of the Panama Railroad Company 
could be continued in order to collect the higher freight rates that 
would result to the transcontinental roads ? 

Mr. Drake. I think I make that plain. There is nothing they 
would like better. You understand, they did not go into that con- 
tract with us out of regard for us. They went into it so as to operate 
that line on the coast and secure and continue the business they had 
with foreign points, via the Isthmus. (Reading:) 

Experience had proven that there was not business enough for more than one 
line and that no steamship company could afford to operate with American vefl- 
gels on the long route between San Francisco and Panama unless having aB 
exclusive agreement in the carrying of cargo to and from both domestic and fof* 
eign ports in that territory in connection with the Isthmus route. 

So ruinous and so incontrovertible were these conditions, that the two forelga 
lines who had urged the " open-door " policy were forced to recognize that thef 
themselves could not profitably continue operations under that policy. Accort* 
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Qgly this company, now firmly convinced of the wisdom of its previous policy, 
enewed negotiations with the Pacific Mail Steamship Company, and concluded 
rith it the contract of June, 1902. The snld two foreign companies withdrew 
torn the Central American and Mexican traflic, which had proved so unprofit- 
ible to them and so disappointing to this company. 

The contract with the Pacific Mail has continued in satisfactory operation to 
he present time. Under it the sailings have been regular, the service reliable, 
ind the good will of the Panama route has become reestablished. Under its 
)rovision8 the Panama Railroad Company secures more than 50 per cent of the 
hrough rates and the operations have proved profitable. 

The results of these successive policies of oi)erating under an exclusive con- 
tract with the Pacific Mall or without It are conclusively refiected by the net 
earnings. These results are as follows and 8i)eak for themselves : 

I 

! Year. Lobb. Profit. 



When operating with the Pacific Mail 1891 ' $323,800 

Do I 1898 182,816 

No contract with Pacific Mail; period of North American Naviga- : I 

tion Ck). operation 1898 $238,699 ; 

North American Navigation Co. abandoned Bervice; continued by I 

Puiama Railroad; no contract with Pacific Mall ! 1894 80,776 i 

Panama Railroad operating line; no contract with Pacific Mail ' 1895 i 62,948 

Contract with Pacific Mail , 1896 , 545,684 

Do I 1897 1 409,878 

Do t 1898 I ; 266,746 



Do. 
Do. 



South Pacific carriers (two foreign lines) operating north of Panama; 

reduced. 



1899 1 295,281 

1900 1 446,764 



1901 



no contract with Pacific Mail; earnings reduc< 
Same conditions as 1901 for first six months and thereafter; contract 

with Pacific Mail 1 1902 

Contract with Pacific Mail 1903 

First six months; contract with Pacific Mail (six months only) \ 1904 



260.680 

296,384 
401,068 
811,000 



Our business between Panama and San Francisco and intermediate points 
is 53 per cent of the total business of the Panama Railroad Ck>mpany, on the 
basis of last year's traific, and it is this (the bulk of the company's business) 
that is Involved in the contract with the Pacific Mail, and from which fully 
50 per cent of the annual net profits of the company are derived. 

The transcontinental railroads naturally seel£ to monopolize the business of 
the Pacific coast, and the history of their dealings with this subject is notorious. 
Unless the Isthmus route is maintained as a competitor to them, the whole 
Pacific coast again comes under the thraldom of the transcontinental railroads. 

Mr. Shackleford. Let me interrupt you there. Does not the 
Pacific Mail belong to some of the transcontinental lines? 

Mr. Drake. It belongs to the Union Pacific through its owner- 
ship of the Southern Pacific. They control it. They own a little 
more than a majority of the stock. 

Mr. SHACitLEFORD. It is under their control? 

Mr. Drake. Yes, sir [reading]. 

The only escape of the Pacific States from their monopoly lies in the main- 
tenance of a comi)etltive route via the Isthmus. 

To afford the Pacific coast this outlet, the Panama Railroad Company 
maintains rates from 20 to 30 per cent less than the transcontinental railroads, 
md also competes with the American-FIawaiian Steamship CJompany, which 
>perates via Magellan. 

It will readily be seen that nothing would afford the transcontinental railroads 
3*eater satisfaction than to witness this company forced out of competition with 
hem, through the abrogation of the Pacific Mail contract, by which a regular, 
filcient, and satisfactory service with American vessels is maintained between 
ten Francisco and Panama and intermediate points, and thus be compelled to 
l^iend upon uncertain operation of new and so-called " independent lines," lack- 
ng in experience, suitable vessels, capital, and business. 

If, therefore, the company terminates the Pacific Mail contract, It must be 
prepared to resume operations Itself, or to accord exclusive through billing 
>rlvileges to some other single line, since on that basis only can any line be 
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maintaiue<l uiuUt exissting c*oiiditi(>iiH of traffic. To withdraw from the hxuAj 
ness is to surrender the Pacific coast to the tender mercies of tlie transconlnental 
railroads, and to render an inefficient and uncertain service is lilcewise to play 
into their hands. 

The consequence of either iM)llry would he a sctIous loss to the railroad com- 
pany. Independent of its effect on the public. 

There Is not one Jot of evidence tliat any individual or group of individuals 
in any part of the United States is prepared to establish a steamship line to 
replac»e the Pacific Mail service l)etween San Francisco and Panama, and there 
is not a scintilla of proof that there Is at present business enough for more than 
one line. There would be nothing gained, so far as this company is concerned, 
in tlie mere .substitution of one line for another; and experience has demon- 
strated that there is not yet enough business to maintain more than one line. 
Bearing on the difticulty of securing the establishment of any new line, we 
nee<l hardly remind you that the San Jj'rancisco-Panama line, as far as throng 
traffic with the Panama Railroad is concerned, can only be maintained by vessels 
of American registry. L>ecause of the regulations of the United States Govern- 
ment regarding the carriage of cargo l>etween United States ports. Sufficient 
business can not be secured with which to profitably maintain a steamship line 
catering exclusively to this long-haul San Francisco traffic; and if a line is 
deprived (by conipetitl<m with vessels of foreign registry) of the profit on the 
short-haul Central American and Mexican business, the consequent loss will 
sooner or later force it to withdraw altogether. In other words, our experience 
for the past thirty years i»roves that there is not sufficient business to sustain 
a long-haul service from San Francisco unless the profitable short-haul business ! 
with Central America and Mexico can also be secured by the same line. 

Another equally practical phase of the subject invites consideration, namely: 
The directors of the (company have authorized the construction of two, if not 
three, additional steamers for the Atlantic service, and bids are about to lie 
invited. The Pacific coast business in 1903 was 41 per cent of the total tonnage 
of the company's Atlantic steamship line, and the construction of these steamen 
is Justified by that fact. But if the Pacific Mail contract is now terminated, and 
the Pacific coast business lost or demoralized, there is no necessity for the con- 
struction at this time of additional vessels. Moreover, in that event the com- 
pany's ability to pay for them would be seriously Jeopardized by the conseqnoit 
loss of business. 

It may be well to note that after years of effort arrangements have been 
established, not only with the Pacific Mall, but with 10 connecting steamship 
lines on the Atlantic Ocean, as well as with connecting steamship lines on the 
Pacific Ocean, by which uniform classifications of cargo, and relatively uniform 
bills of lading, have been adopted. 

In view, therefore, of the fact, which has become demonstrated, that there is 
not at this time enough business for more than one Pacific line ; that in order 
to secure a profitable and reliable connection, exclusive through billing arrange- 
ments must be made with a single Pacific Line ; the losses which have invaria- 
bly transpired when the company has operated its own Pacific line the faiinre 
of independent lines to maintain the service; the profitableness to this company 
of the present contract upon which more than half of the net earnings and 
dividends of the company depend; that if the Pacific Mail contract be now 
terminated no other equally satisfactory connection is practicable, and that If 
such contract be now terminated the company will be compelled either to itself 
maintain the line at a loss, as heretofore, or else abandon the line and thns 
deprive the Pacific coast of competition with the transcontinental lines ; the 
board of directors of the company consider that it is not to the Interest of the 
^corporation to terminate the existing contract with the Pacific Mail Steamship 
Company before it is prepared to itself operate the line or is assure equal^ 
profitable, efficient, and satisfactory traffic connections. 

We now turn to the second aspect of the subject — the legality of the contract 

We consider the contract entirely legal and enforceable. The decision of the 
supreme court at Bogota did not at all concern the validity of the contract 
between this company and the Pacific Mail ; it concerned only the interpretation 
of the concession granted by Colombia to the Panama Railroad Ck>mpany. It 
was contended that the railroad company was bound by the terms of that con- 
cession to grant through-billing provisions equally to all cocarriers. The deci- 
sion did not deal with this point directly, and only held that rates over the rail- 
road (but not over the steamship line) must be the same to all i)ersons, whether 
they were proportions of through rates or were fixed by the company's regular 
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iriff. We feel justified, liowever. in referring to tlie »Uite of affairs in Colonil)ia 
t tbe time the decision was rendered and to the bitter hostility then manifested 
r the authorities and i)eople of that nation toward the United States and the 
mal and railroad companies. This company paid no rej^ard to tlie decision, 
hich it considered unsound and unwarrante<l. . The Colombian courts nor even 
lie complainants never sought to enforce it or carry it out ; but. at any rate, it 
slated to the interpretation of the concession, and did not concern the validity 
r the Pacific Mail contract. 

The present Pacific Mail contract, with similar ones made by the conijiany, have 
een in oi)eration for two generations, and no one has ever contested tlieir valid- 
y in any court of law or e<iuity, even under tbe ibost intense comi)etition of the 
rauscontinental lines, and even under the disapiK)intment of other carriers 
iemanding similar privileges from us. On tbe contrary, the sui)reme court of 
lew York, in the case mentioned in this letter, recognized the validity of the 
ontract by decreeing that tbe company must continue it, and by enjoining the 
lompany against violating it 
But it may aid you if we still further enlarge upon this point : 
Tbe Panama Railroad Company was created l)y special cliarter granted by 
lie legislature of the Stjite of New York. April 7. 1840, with plenary powers 
*or the construction and operation of a railroad across the Isthmus of Panama, 
md of steamship lines in connec*tion therewith. 

The company accordingly established, and has maintained, a continu(ms single 
route between New York and San Francisco and intermediate i^oints, made up 
(jy the Atlantic line, l>etween New York and Colon : the railroad line, between 
Colon and Panama ; and the Pacific line, between Panama and San Francisco. 
It is a single line, performing a continuous service between the eastern and 
western coasts of the United States. No part of this line is parallel with the 
other ; no part is competitive with the other. No one can question the right of the 
company to itself own and oi>erate such line; and we are not aware of any prin- 
ciple of law or public policy which prohibits tbe railroad company from carry- 
tag out by contract with others that which it may lawfully do itself. Nor is 
tliere any principle of public policy which prohibits, either within or without the 
United States, two transiwrtatlon lines, neither parallel nor competing, which 
connect and form a continuous line, from entering into a contract for the Inter- 
change of traffic and division of rates, or or making such contract exclusive as 
to each other. 

Mr. Mann. Do you know of any such contract in this country on 
any railroad ? Have you ever heard of any such contract? 

Mr. Drake. No, sir; I do not recall one for the moment. That 
is what I claim for the Panama business — that it is unique; that it 
is different from any other busine-ss in the world. 

Mr. Mann. That is the reason I asked you if you knew of any such 
contract in the United States. 

Mr. Drake (readinp^). " Such agrreements are common in the United 
States, as in other countries." I cfo not recall any, as I say. sir. 

Mr. Mann. There are none such in existence. 

Mr. Drake (reading). 

Such agreements are common in the ITnlted States, as in other countries. It 
l>een even held that under the Intcrstate-comnierce law a company which 
flag made a special agreement for through billing and Joint rates with a connect- 
ing company can not be compelled to make a similar agreement with other con- 
Dertlng carriers and does not violate the law by maliinj? such an exclusive 

agreement. 

If there he any principle c»f public iHtWcy invtilved, it wonld scciii rather that 
^t should be invoked to support the Panama route and tlie existing? contracts. 
% the Panama Railroad furnished to an IniFK>rtant section of tbe TTnited States 
the only protection which competition can t;ive It against tranH^ontinental rail- 
roads. The Panama Uallroad competes with the stron«ost nionofKily In the 
transportation world. Should such protection and fomfjetltlon Ik? withdrawn. 
Or be Impaired by spasmodic, unreliable, uncertain scrvke. no jjrenter misfortune 
Could occur to the Padlic coast. 

That covers the expression of my opinion on those three topics. 
^fow, in connection with this subject, I would like to lay before you 
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the formal notice of termination of the contract with the Pacific 
Mail Steamship Company, which was served on that company on 
January 12-13, 1904. 
The document referred to is here inserted in the record as follows: 

Januabt 12, 1906. 
The Pacific Mail Steamship Company, New York, 

Gentlemen : Whereas by article 21 of the traffic agreement entered into 
between the Panama Railroad Company and the Pacific Mail Steamship Com- 
pany, dated June 11, 1902, the duration of said traffic agreement is made subject 
to the provisions of a contemporaneous agreement between said parties thereto 
of Qven date therewith ; and 

Whereas by article 4 of said contemporaneous agreement known as "the 
supplemental contract," it is provided and agreed " that if at any time during 
the continuance of said traffic agreement a majority of the shares of the rail- 
road company or its railroad property shall be purchased or acquired by the 
United States of America, or by any person or persons representing it, or acting 
in its behalf, then either party hereto may give notice in writing to the other 
of its intention to terminate said traffic agreement, and at the expiration of six 
months from the giving of such notice the said traffic agreement, and the preri- 
ous articles of this agreement shall terminate, come to an end, and be utterly 
null and void thenceforth, anything in said traffic agreement or herein con- 
tained to the contrary notwithstanding ; " and 

Whereas a majority of the shares of the said Panama Railroad Company has 
been purchased by the United States of America, and 

Whereas at a meeting of the board of directors of the Panama Railroad 
Company duly called and held on this 12th day of January, 1905, the notice and 
action herein contained were duly authorized to be given and taken : 

Now, therefore, the Panama Railroad Company hereby gives notice to you, the 
Pacific Mail Steamship Company, of its intention to terminate said traffic agree- 
ment, and that at the expiration of six months from the giving of this notice, 
the said traffic agreement, and articles first, second and third of said supple- 
mental agreement will terminate, come to an end, and be utterly null and void, 
anything in either of said agreements contained to the contrary notwithstandlogi 

Dated New York, January 12, 1905. 

Panama Railroad Company, 
By J. Edwabd Simmons, PresidenU 

Attest: E. A. Dbake, Secretary, 

Mr. Mann. If the Pacific coast trade will support but one steam- 
ship line and the Pacific Mail Line has practical control of the trade, 
or at least the best chance to control the trade, why is it that the 
Pacific Mail Line is so afraid of competition that it -refuses to do 
business with you unless it has an exclusive contract? 

Mr. Drake. Because that business is conducted on such a narrow 
margin of profit. There is so little earning. 

Mr. AL^NN. Why could they not still keep everybodj else out U 
there was only one line there? ^^^lat are they afraid of, tramp 
steamers ? 

Mr. Drake. No, sir; regular lines connecting at Panama with our 
load. 

Mr. Mann. Nobody could anticipate what tramp steamers might 
do. 

Mr. Drake. They are afraid of what might be .possible if the door 
were thrown open. If the door were opened to another line, the busi- 
ness would be divided and there would be a loss to both of them. 

Mr. Mann. And then the other line would not continue in business, 
would it? 

Mr. Drake. That is exactly the contingency that I have suggested. 

Mr. Mann. What makes you think that another line would start 
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in business when tliey knew in advance that there was only business 
enough for one line? 

Mr. Drake. I know there are several deluded parties who are heard 
from frequently on that subject who have stated that they would enter 
the coastwise and foreign business if they could secure connection at 
Panama. I do not believe it to be true. Even if they entered into 
competition, as they would be obliged to, with the Pacific Mail Steam- 
ship Company in foreign traffic alone oil the coast and secured the 
coastwise traffic to the exclusion of the Pacific Mail Steamship Com- 
pany it would result in loss to both, and it would result in the intimate 
withdrawal of the new line and the consolidation of the Pacific Mail's 
control. We claim that we have secured the full benefit of connec- 
tion with the Pacific Mail Steamship Company. 

Mr. Mann. What would be the probable annual expense of oper- 
ating such a line of steamers as is operated by the Pacific Mail Com- 
pany now ? 

Mr. Drake. I can not tell you, because eight or ten vessels are now 
operated by the Pacific Mail Steamship Company, and the result 
would be very materially affected if high-grade, modern-built ships 
were employed that could be operated regularly and speedily, and by 
reason or their capacity, at a low cost. 

Mr. Mann. We believe that you are thoroughly sincere about this 
matter, Mr. Drake, and that you believe that the Panama Railroad 
Company is not controlled W the transcontinental railroads. I want 
to ask you this question : In your judgment, is the refusal of the 
Pacific Mail Steamship Line to deal with you when they have not an 
exclusive contract actuated by their fear oi ocean competition or fear 
of competition with the transcontinental railroads? 

Mr. Drake. I think it is actuated entirely by their thorough famil- 
iarity with the fact that if they do not have an exclusive contract with 
us they V5an not maintain the line except at a loss. They lost $375,000 
as a result of competition in the first year after severance of their 
connection with us. ' 

Mr. Mann. Do you think that refusal is actuated by fear or by the 
fact that the control of the steamship line is held by the Southern 
Pacific Railroad and the Union Pacific Railroad ? 

Mr. Drake. If it is really because of such control, I have no knowl- 
edge of it; nor do I believe it to be for other reason than a determina- 
tion not to repeat their previous experiences. 
Mr. Mann. Do you think that fear is increased at all by that fact? 
Mr. DiL\KE. No, sir. 

Mr. Mann. Do you think that thQ fact that the steamship line is 
controlled by the transcontinental railroads has nothing to do with the 
refusal of the Pacific Mail Line to handle freight in connection with 
you unless they have an exclusive contract ? 

Mr. Drake. I think I can properly answer that question by repeat- 
ing the utterances made by the officials of that company to the effect 
that they will not operate that line at an assured loss ; that they will 
not lose any more money by operating that line in competition with 
other lines. 

Mr. Mann. Their own statements and conduct would indicate that 
they were not anxious to operate it unless they had an exclusive 
contract. 

PAN BY — 05 11 
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Mr. Drake. They absolutely decline it, and give what appears to 
us to be a good reason. They severed the connection. They have 
discontinued it in the past. 

Mr. Mann. Do you have rate sheets? 

Mr. Drake. Yes, sir ; we have the traffic manager here. 

Mr. Mann. Are those rate sheets published ? 

Mr. Drake. Yes, sir ; they are published. 

Mr. Mann. In what form? 

Mr. Drake. I am familiar with them, of course. Thej are pub- 
lished in the form of printed tariffs covering all the sections oi our 
route. 

Mr. Mann. Can we have some of those? 

Mr. Drake. Yes, sir ; every tariff we issue can be duplicated. 

Mr. Mann. And you have classifications? 

Mr. Drake. Yes, sir ; I stated that we fortunately had arrived at 
an understanding with all of our connecting lines and have estab- 
lished uniform classifications, respectively, for points south of Pan- 
ama and for points north of Panama. That is a large step forward 
in commerce, whether we continue in it or not. 

Mr. Mann. Will you furnish us copies of those? 

Mr. Drake. Yes, sir. 

Mr. Mann. I wish you would. 

Mr. Drake. Yes, sir. 

Mr. Stevens. Do you understand that there will be much increase 
of traffic from the Pacific coast to the Isthmus by reason of the con- 
struction of the canal ? 

Mr. Drake. It is anticipated that there will be some increase, but 
not in the shape of products. 

Mr. Stevens. It will be mostly in lumber, and things like that, 
needed for the construction of the canal ? 

Mr. Drake. Yes, sir. 

Mr. Stevens. Is there not always a constant increase of traffic from 
the Mexican ports up and down the Pacific coast ? 

Mr. Drake. No, sir ; there is a slight increase, but the porte are few 
and the coast is inaccessible. I might account for that by saying that 
the entire Pacific coast littoral now supports but 5 million people, 
and while it may be capable of supporting 100 million people its de- 
velopment is very slow. 

Mr. Stevens. Are thre not now two or three lines of railroad^ in 
Mexico which are now seeking the Mexican Pacific ports? 

Mr. Drake. It is quite true that there is one, the Tehuantejpec 
road, which is creating ports ? 

Mr. Stevens. Yes ; then there is the Mexican Central and the Mexi- 
can National, and that makes three lines ? 

Mr. Drake. Yes, sir. 

Mr. Stevens. Will that not make considerable increase of traffic to 
the Mexican ports ? 

Mr. Drake. It should ; yes, sir ; that is for the railroads. 

Mr. Stevens. Do not the railroads bring traffic to ports that seek 
water transportation? 

Mr. Drake. It is a general fact that the increase of facilities results 
in an increase of business. 

Mr. Stevens. It always works that way. 
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Mr. Dbake. Yes, sir; but there is a difference in this case. T^e 
coast is a very inaccessible one, and the handling of traffic is done 
through ports that are accessible. Traffic will travel up and down 
the interior to get to ports where it can be handled most readily. 

Mr. Stevens. Is it not true that there will be an increase oi traffic 
that must seek the water from Mexican ports? 

Mr. Drake. Yes, sir; I think so, in years. 

Mr. Stevens. Now, from the increased traffic from these various 
causes, will there not be some steamship line or lines operated between 
the Pacific ports and the Isthmus? 

Mr. Drake. I should think so, naturallv. But I would like to sav 
to you that I think that will not come about during the period of the 
2anal construction. I do not think it will result during the next 
5ve or six years. 

Mr. Stevens. You think, then, that if the Pacific Mail ceased to 
operate its steamers there would be no steamship line there? 

Mr. Drake. I do not think that. There are two foreign lines that 
are operating in connection with us to and from south of Panama, 
and they have again offered to extend their service. 

Mr. Stevens. There will be some steamship carriers? 

Mr. Drake. Yes, sir. They would simply extend their itinerary 
up the coast, whether it was profitable or not. 

Mr. Stevens. If there be some steamship connection with the 
Pacific ports and Panama, so that it is possible to have some through 
bill of lading or coastwise business, does not that 

Mr. Drake. The foreign lines could not through-bill in the " coast- 
wise " traffic, but could do so in traffic to and from Mexican and 
Central American points, as they are now doing south of Panama in 
connection with us. 

Mr. Stevens. Well, would there not be connections which would 
give a through bill of lading to American lines for coastwise business? 

Mr. Drake. I do not think there would be any American line that 
would enter that traffic alone, because the rates obtainable would be 
unremunerative. That was the reason why the operation of just 
such a line^vas disastrous for us and to North American Navigation 
Company, and there is no reason for any company to expect a profit 
from the rate that would be obtainable between San Francisco to 
Panama. 

Mr. Stevens. That is what I was trying to get at. Has not the 
course of business somewhat changed by reason of the construction 
of the canal, and by reason of the construction of these additional 
J'ailroad lines in Mexico? 

Mr. Drake. Not yet. None of them of have been realized. It is 
all prospective. 

Mr. Stevens. Yes ; but the canal will be constructed, and those rail- 
roads are being constructed, and large amounts of material must be 
moved. 

Mr. Drake. But the railroads have been in process of construction 
for years. They are approaching completion. There are serious dif- 
ficulties in the way of actual completion of those roads, and none of 
those difficulties have been effectually reduced. 

Mr. EscH. The Tehauntepec road is national ? 

Mr. Drake. The Panama Railroad Company need have no appre- 
hension of that competition except and unless the Panama route be 
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throttled and closed, because the Tehuantepec road is a line wil 
heftivy grades and it is 173 miles long. Prominent foreign contrac 
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ors have a contract with the Jlexican (Tovernment to complete the 
terminals, and they have had it for vears. Twice within the last ten 
years the railroad has been reironed with light rails, and they have 
attempted occasionally to transport some through cargo, and we have 
heard of it, and that is the last that we have heard of it. It is a 
national enterprise. I am not trying to belittle it. It could only be 
stimulated into life in case the Panama Railroad was throttled; that 
is, the railroad might be devoted entirely to the construction of the 
canal. Let me express one thought here. That railroad was laid out 
and built by American brains, skill, and capital (I see here one of the 
gentlemen who was connected with that period), and it has been 
operated for fifty years, and this Government has assumed a serious 
obligation to the Pacific littoral to preserve the channel which has 
developed commerce from 50,000 tons in the beginning to 400,000 
tons to-day. The canal itself is to be built to develop and provide 
for increased traffic, and the chief danger to existing commercial and 
maritime interests using the Isthmus route is that the present active 
operation of .that route will be subordinated to the necessities of 
canal construction. There is no necessit)^ for that. Under the French 
canal construction period the commercial business of the company 
was conducted successfully, in addition to the work for the canal 
company, which was done under a more favorable contract for the 
railroad than the railroad now has with the Canal Commission. 

Mr. Stevens. The business of constructing the canal was not very 
profitable during that time ? 

Mr. Drake. That is why this Government came into possesion 
of it. 

Mr. Stevens. Is the Tehuantepec railroad to be in connection with 
P^ama ? 

Mr. Drake. I do not think it is. It has two terminals on the Gulf? 
one at Salina Cruz, where they have sunk great blocks of stone to 
create a breakwater and to make a lagoon in which vessels may 
anchor, but by a violent storm lately the foundations of iheir works 
have been utterly destroyed. At Coatzacoalcos, on the Gulf side, 
they are going 18 miles up the river to establish a large interior ter- 
minal, and they expect to complete the line. But the terms of the 
contract which the contractors have with the Government entail the 
payment to the Mexican Government of 5 per cent on the gross re- 
ceipts, and the period of the payment on gross receipts has disap- 
peared so far that the lack of profit is determined in advance. 

Mr. EscH. This notice was given to the Pacific Mail Company on 
the 12th of Julv ? 

Mr. Drake. Yes, sir. 

Mr. Escn. And is in force on the 12th of July of this year? 

Mr. Drake. Yes, sir. 

Mr. EscH. In the report which you have filed here as to the fees 
of the directors of the Panama Railroad Company I notice an itemized 
account of Mr. Grunsky's fees. Commissioner Grunsky filed with the 
chairman of the committee last Saturday a letter, of which I will read 
the first paragraph. The letter is dated February 18, 1905, and is 
written, calling attention to another letter which is addressed to you 
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s secretary of the board of directors, under date of December 13, 
904. The first paragraph of that letter is as follows : 

Inclosed! I hand you, unopened, an envelope which was handed to me at the 
•lose of the first and only directors' meeting, July 26, which I have attended. It 
ontains, I suppose, the attendance fee to which the directors are entitled under 
he company's by-laws. I did not insist upon declining this fee at the time It 
vas handed me in order to avoid possible embarrassment of my associates, 
md because I desired to read again tlie President's letter which makes our 
services on the board of directors a part of our official duties, for which we are 
>therwise compensated. I can not construe the attendance fee other than 
[compensation, and therefore must decline to accept any such fee for attendance 
it meetings, etc. 

Did you receive such a letter ? 
Mr. Drake. Yes, sir. 

Mr. EscH. Did Mr. Grunsky return the first payment of $25 ? 
Mr. Dr4ke. He did. 

Mr. EscH. Your account seems to indicate that that was the 
payment for the meeting of July 26 last? 
Mr. Drake. Yes, sir. 

Mr. EscH. Your account shows that he received in all payments 
for 10 meetings of the board of directors, making a total of $250? 
Mr. Dr4Ke. Yes, sir. 

Mr. EscH. Were all payments subsequent to July 26 returned by 
him? 
Mr. Drake. No, sir. 

Mr. EscH. Did he receive and has he retained the pavment of $25 
made July 26 ? 

Mr. Drake. Yes, sir. Let me say in explanation of that that the 
envelope which he returned was retained by the treasurer and subse- 
quently handed back to him. 
Mr. EscH. And retained by him ? 
Mr. Drake. Yes, sir. 

Mr. EscH. Has he received and retained the nine subsequent pay- 
ments? 
Mi\ Drake. Yes, sir. 

Mr. EscH. Including the payment for the meeting of February 18. 
last? 

Mr. Drake. He has retained them. There is an itemized statement 
of each director there. 
Mr. EscH. Yes. 

Mr. TowNSEND. Now, you spoke of the fact that the directors had 
received pay. I want to ask you if Frank Hecker ever received any 
money as a director of the Panama Eailroad Company ? 
Mr. Drake. No, sir ; he never attended a meeting. 
Mr. TowNSEND. Did General Davis ? 

Mr. Drake. No, sir. He never attended a meeting. He received 
notice of his election while he was on the Isthmus. 
Mr. Shackleford. Neither of them ever attended any meeting? 
Mr. Drake. No, sir. 

Mr. Wanger. Has he been in the United States since he became a 
director ? 
Mr. Drake. Yes, sir. 

Mr. Mann. Who was elected to succeed Mr. Hecker on the board ? 
Mr. Drake. Nobody. There is a vacancy. 
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Mr. Mann. Have you produced here the minutes of these meetings? 

Mr. DiL\K£. Yes, sir. I produce the original minute books of the 
board of directors and of tne executive committee for several years 
back, and present them for such examination as may be desired. 

Mr. Stevens. Are they a part of the record? 

Mr. TowNSEND. They are here to be examined, and any part of 
them that you desire will be put in the record. 

Mr. Stevens. I desire to examine them. 

Mr. Mann. I desire to examine them. 

Mr. Shacklefokd. Where do you get the coal that you have been 
buying for the Panama Railroad Company? 

Mr. Drake. We buy it in New York. 

Mr. Shackleford. Where do you buy it? 

Mr. Drake. From Castner, Curran & Bullitt. 

Mr. Shackleford. Has the Panama Railroad Company been sup- 
plying the Commission with the coal that tiiey have used on the 
isthmus? 

Mr. Drake. Yes, sir. 

Mr. Shaoki^ford. What sort of an arrangement was made with 
them? 

Mr. Drake. The arrangement with them at first was that they were 
to be supplied at the same rate at which we had theretofore sold to 
the United States Govermnent. That has been a declining price, 
until now we are supplying coal at $5 per ton at Colon and at $6 per 
Urn along the line or road. 

Mr. Shackleford. Along the line of the road? 

Mr. Drake. Yes, sir. Inat price little more than covers the cost. 

Mr. Shackleford. Has the Commission at any time advertised for 
bids for furnishing coal ? 

Mr. Drake. No, sir ; not that I know of. 

Mr. Shackleford. It has all been furnished by the Panama Rail- 
road without competition ? 

Mr. Drake. Yes, sir. We received a communication from the Cchh- 
mission asking us to furnish them with such coal on the Isthmus as 
they required.^ 

Mr. Shackleford. Who is president of that company from which 
you buy your coal ? 

Mr. Drake. I do not know that it has a president. It is a business 
concern, or firm. 

Mr. ShackiiEford. Are any of the Commissioners stockholders jn it? 

Mr. Drake. No, sir ; not that I know of. 

Mr. Shackleford. Are any of the directors of the PanamaRailroad 
directors in it ? 

Mr. Drake. No, sir ; not that I know of. No, sir ; I can safely say 
that they are not. 

Mr. Shacklet'Ord. Was there up for consideration during the year 
1903 or 1904 any proposition under the contract with the Pacific Mail 
Steamship Company 

Mr. Drake. No, sir : the contract was running. 

Mr. Shackleford. I know, but was there a proposition to amend 
or modify that contract, which was pending before the board of di- 
rectors of the Panama Railroad Company? 

Mr. Drake. No, sir. 

Mr. Shackleford. Prior to last October? 



niVESTlGATION OF PANAMA RAILWAY COMPANY. 167 

Mr. Dbake. Not that I recollect. I would recall it immediately if 
there had been. 

Mr. Shacklefoiu). Who is the Brown Hoisting Machinery Com- 
pany! 

mr. Drake. I do not know them at all. 

Mr. Shackleford. Have you had any ccnmection or any business 
iffairs with them ? 

Mr. Drake, No, sir. 

Mr. Cromwell. That is a large Cleveland firm, is it ndt? 

Mr. Drake. I do not know them at all. 

Mr. Shackleford. TMiere do you get the coal that you purchase; 
^here is it delivered to you ? 

Mr. Drake. At Norfolk. 

Mr. Shackleford. Do you know where it comes from ? 

Mr. Drake. It comes from alone the Norfolk and Western Rail- 
road. It comes from the mines of Castner, Curran & Bullitt — ^the 
Pocahontas Coal Co. 

Mr. Shackleford. That is all I have to ask. 

Mr. Wanger. Do I understand you that you think that the Panama 
fiailroad Company, through its steamship line from New York to 
Ciolon and its agreement with the Pacific Mail Steamship Company, 
secures the largest possible revenues for its operation? 

Mr. Drake, x es, sir ; I desire to so state. We have an agent in San 
Francisco who is engaged for the purpose of " kejBping tab,^ I may 
say, upon the operations there, and to see that the market is canvassed, 
and that all freight that can be attracted our way is attracted and[ 
carried our way. We do the same thin^ at this end, and the evidence 
is that our ships are going out fully loaded with a San Francisco 
cargo, and we had a few days ago, at Panama, to deliver to the 
Pacific Mail Steamship Company an accumulation of 4,000 tons of 
San Francisco cargo bound north, and the ships are coming down 

Mr. Wanoeb. Do you think that the volume of the freight or the 
number of passengers might have been materially increased if it had 
not been for that contract with the Pacific Mail Steamship Company ? 

Mr. Drake. That it could have been increased ? 

Mr. Wanger. Yes; materially. 

Mr. Drake. I can not say as to that, but I do know under the con- 
tract traffic has not been developed to its possibilities. The Pacific 
Mail Steamship Company have done exactly what we have done in 
regard to constructing ships for the route. Expecting a continuance 
of this contract, and believing and hoping that the only American 
line running to the Isthmus would be fostered and not discriminated 
against, the Pacific Mail Company*, as I learned through interviews 
^'ith their ofticials, had prepared specifications and invited bids for 
the construction of three large vessels to place on their line, to run 
in connection with the vessels we were expecting to build, for which 
^e had plans and specifications prepared upon which to invite bids. 
All of that work for both companies has been stopped. There is one 
thing I would say, and that is if both lines were encouraged to go 
ahead with their constniction the business can be developed very rap- 
idly and be made very much more profitable, so that by the time the 
<5anal is completed there will be a ffood strong American line ready 
to run through the canal the first day it is opened. There are sev- 
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eral lines seeking to share the business of the companjr's line to Colon 
by making that point a port-of-call, in connection with our railroad, 
they to be allowed a differential in rates because of delayed or dow 
service. We have refused the connection, as it would render the sit- 
uation ruinous for us by reason of cheap competition. If such con- 
nection be allowed there is nothing to prevent Pacific Mail from 
restoring its line on the Atlantic to connect with their Pacific service, 
and thus secure control of our coastwise business. We have had 
instances of the effect of such competition as I refer to above in con- 
tracts that we have placed recently for carrying canal materials to 
the Isthmus for the Conmiission. 

Mr. Wanger. Your judgment, then, is strongly against abrogating 
the contract with the Pacific Mail Steamship Company? 

Mr. Drake. I am strongly against doing so, unless another or other 
lines can be found to provide as good or better connection for our 
railroad. 

Mr. Stevens. You think those ships will not be built except under 
the assurance of an exclusive contract? 

Mr. Drake. It would be unwise for them to build them for that 
service, which requires special type of vessel, as we do. Our vessels 
are adapted to long voyages for passengers and cargoes. 

Mr. TowNSEND. I want you to look at this paper and see if that is 
a correct statement of the matters therein set forth (handing witness 
paper) ? 

Mr. Drake. Yes, sir ; that is a correct statement of the fees received 
by the directors and members of the executive committee. 

Mr. TowNSEND. You showed me this letter, and I do not know 
whether that has been marked or not (handing witness another 
paper). 

Mr. Drake. That is a correct copy. 

Mr. TowNSEXD. That is a correct copy of the letter, is it? 

Mr. Drake. It is a correct copy. 

(The two papers above referred to are here copied in the record, as 
follows:) 

Not furnished. 

(Thereupon the committee took a recess until 2 o'clock.) 

AFTERNOON SESSION. 

Washington, D. C, February 20^ 1906. 

The committee met at 2 o'clock p. m., Hon. James R. Mann (acting 
chairman) in the chair. 

STATEMENT OF ME. EICHAED L. WALKEE. 

Mr. Shackleford. ^Vhat is your official connection with the Pan- 
ama Railroad ? 

Mr. Walker. I am traffic manager of the Panama Railroad and of 
the Panama Steamship Line. 

Mr. Shackleford. In determining rates between New York and 
San Francisco, what was the basis used ? 

Mr. Walker. The basis is the trans(».ontinental lines freight tariff. 
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Mn Shackleford. How did you attempt to have your rates com- 
pare with the transcontinental tariff? 

Mr. Walker. We try to get freight at 30 per cent less than the 
li^nscontinental rate for shipments m less than carloads, and 20 per 
5ent less for shipments in carloads; and we make those rates apply to 
I zone about New York, as far as an absorption of 20 cents a hundred 
>ounds, of the inland rate. 

Mr. Stevens. It would apply to all rates not exceeding 20 cents a 
lundred pounds? 
Mr. Walker. Yes, sir. 
Mr. Stevens. Into New York? 

Mr. Walker. Yes, sir ; and for the rates exceeding 20 cents a him- 
ired into New York we usually add the excess to the rate. If that 
ioes not bring us sufficient business, we disregard the tariff altogether, 
md make a special rate; cut it down to what will get the business. 
For instance, we used to get a good deal of the low class dry goods 
business from New York to San Francisco when there were no car- 
load rates for tiiat class between New York and San Francisco. Their 
rate, say, was $1.50, and 30 per cent off made our rate $1.05. It was a 
material saving, and the shipper could afford to pay the marine insur- 
ance from that. But the railroads finally put in a carload rate of 
$1, and I offer 40 per cent off of that, but it is not attractive. 

Mr. Stevens. Why ? 

Mr. Walker. Sixty cents is not low enough to get the business^ 
because they have to pay the marine insurance on it; and I can get 
other freights — other classes of freights — ^to fill up our ships which 
will make a better net revenue for us than to cut that rate lower. 

Mr. Stevens. How have the rates over your line, for instance, from 
Hamburg to San Francisco compared with the rates made by the 
other line by the way of the Straits of Magellan from Hamburg to 
San Francisco ? 

Mr. Walker. The Hamburg line makes rates in consultation with 
us to meet the competition via New Orleans more particularly than 
via Magellan, and the Isthmus route has never been able to get much 
business from Europe to San Francisco. Last year the total tonnage 
from Europe to San Francisco by the Hamburg line and the other 
seven lines running into the Isthmus was only 2,938 tons. 

Mr. Stevens. That is all those lines brought? 

Mr. Walker. Yes, sir. 

Mr. Stevens. Have you any idea how much went by the other route 
that I have spoken of ? 

Mr. Walker. Via Magellan to San Francisco? 

Mr. Stevens. Yes. 

Mr. Walker. Very little. The line that runs from Hamburg via 
ifagellan calls at all the ports up the coast and it is discharging and 
loading cargo all the time just like a stage coach, in and out all up 
flie coast, and it does not carry very much through cargo either way. 

Mr. Stevens. The majority of the cargoes for the Pacific slope 
^hat have come from Europe have come by way of New Orleans. 

Mr. Walker. They come by way of New Orleans and Norfolk and 
ilontreal and New York. The Northern Pacific and Canadian 
E^acific are very strong factors in the business from Europe for the 
Pacific coast. They are very strongly competitive. I was several 
^ears ago with the R. F. Downing Company, forwarding agents, 
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and we handled a great deal of that business, and actively fought 
that competition all the time. 

Mr. Stevens. Have tlie Canadian Pacific their own lines from' 
Vancouver down ? 

Mr. WAiiKEK. I do not know whether they have now or not. I do 
not think they have. 

Mr. Stevens. Is there any freight moved to the Pacific coast in tin 
grain vessels — those vessels that come to the Pacific coast to be loaded^ 
with grain from the coast to Euroj>e? 

Mr. Walker. What class of freight? 

Mr. Stevens. General merchandise. 

Mr. Walker. From Europe ?* 

Mr. Stevens. From Europe. 

Mr. Walker. To San Francisco ? 

Mr. Stevens. Yes; and other Pacific coast ports. 

Mr. Walker. It never has appeared to me a material factor. 

Mr. Wanoer. Has not the tariff of the Pacific Mail Steam^p' 
Company from Panama to San Francisco been an obstacle in the way 
of securing freight from Hamburg and other European points by way 
of the Isthmus? 

Mr. Walker. Xo. sir. The authority to make the through rates is 
vested particularly in the initial carrier, and the Panama Railroad 
has insisted upon the lines from Europe to Colon making rates to 
cx>mpete with the rates put out by the lines connecting with me S<Mith- 
ern Pacific at New Orleans; and three years ago they made a tarif' 
by weight altogether in place of the former tariff by weight or meafr^; 
urement. We could not get any freight at all from Europe to 8a«f 
Francisco when the shipper did not know whether tiie steamship waaj 
going to charge by measurement or the weight of the goods, because' 
he laiew just what he was going to pay by weight by way of New 
Orleans. So the European hnes, after considerable discussion, agreed 
to waive the question of measuring the goods, and to take them by 
weight. They have recently lowered the rates, Ufter consultatioii 
with us, to see if they could not build up a business. This 3,000 ton*' 
that I speak of is a gain of 1,200 tons over the year before. 

Mr. Shackleford. Has there been any commerce across the Isth- 
mus to and from Gulf ports ? 

Mr. Walker. During the last year the United Fruit Compftny 
have established a line from New Orleans to Colon, and nave 
carried freight to the Isthmus for distribution up and down the 
coast. They can not carry the San Francisco business because they 
use foreign steamers altogether. They will not take homeward 
freight, freight to New Orleans. They leave Colon empty, and load 
with bananas, practically, at Port Limon to go to New Orleans. 

Mr. Shackleford. Would there not be a trade, then, if they would 
engage in it? 

Mr. Walker. Yes ; we tried to induce them to handle some coffee 
business, and they did take a little; but then they stated that they 
did not want to go generally into the business, because the quarantine.' 
at New Orleans might interfere with the banana traffic, and bananas 
have to be discharged promptly at New Orleans in order to be deliv- 
ered in good condition. 

Mr. Shackleford. Is there a business which can be built up be- 
tween Gulf ports and the Panama Railroad ? 
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Mr. Walker. That is what we are looking for, between the Pan- 
ama Railroad and the Gulf ports, outward. That is a growing busi- 
ness. The United Fruit Company have been in it only about a year. 
Several years ago (I think it was in 1900 or 1901) we tried to find 
some line that would operate between New Orleans and the Isthmus. 
'So one was ready to ^o into the business then. But last year a storm 
in Jamaica injured the crop, and the United Fruit Company found 
the banana steamers on their hands without much to do, and therefore 
they thought that they would run their steamers into Colon and make 
an arranjgement with us to handle bananas there. We invited that 
competition with the business that was already there, and that was the 
mauguration of their line. They then finallv decided tiiat they 
would go in with us and make the same rates from New Orleans to 
all the Pacific ports — foreign ports — that we did so as to get the 
business from the Middle West. 

Mr. Shackleford. When you say the " same rates," do you mean 
the same rates as from New York ? 

Mr. Walker. Yes, sir. 

Mr. Shackleford. Ought not the rate from New Orleans, in order 
to conipete for that sort of freight, to be lower than the rate from 
New York? 

Mr. Walker. No, sir; I do not think so, because naturally there 
is a certain territory which will feed New Orleans, and a certain 
other territory which will feed New York, according to the rate from 
the initial point. My idea in making that arrangement was that the 
beer from Bt. Louis would go that way instead of goins by way of 
New York, as it had been doing, and that such rates probably would 
draw cargo from as far north as Chicago, and take in the whole 
Mississippi Valley. 

Mr. Shackleford. Have vou been shipping St. Louis beer from 
New York? ' ^ 

Mr. Walker. Yes, sir; from St. Louis to New York, and then 
south. Not on through rates. We do not make any through rates 
on foreign business from the interior. That is principally bex^ause of 
the customs regulations. 

Mr. Shackleford. Now, to get St. Louis beer, for instance, from 
Hew York, say, what would be its destination ? 

Mr. Walker. Generally Colon or Panania. 

Mr. Shackleford. An^ that would be distributed? 

Mr. Walker. It goes into consumption. 

Mr. Shackleford. It goes into consumption there? 

Mr. Walker. Yes, sir. 

Mr. Shackleford. You do not ship any for South American ports? 

Mr. Walker. I think the ports on the other side get their beor from 
Clule. 

Mr. Shacklei!X)rd. Flour and grain that went from that direction 
Would go from the port of New i ork ? 

Mr. Walker. Most of the flour on the Panama side goes down f i-oni 

&n Francisco, and it has been a very strongly competitive article. 

Ifehave competed as far as possible with the Pacific Mail to get some 

tf the business in New York, but the consumers like the strong west- 

^*tt flour better, and we can not keep the trade to the New^ York side. 

Mr. Stevens. How about machinery from Chicago and Ohio: 
Wiieh way would that move ? 
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Mr. Walker. To the foreign ports that would move by the way 
New York under the old arrangement. I do not know wheth^ j 
of it has been moved through New Orleans this last year or not '. 
shipments we deal with to foreign j)orts are all handled by conn 
sion merchants in the city of New \ ork. They go to the various ( 
suls and take out consular invoices, and make the declarations at 
custom-house which the United States laws require regarding erp< 
and all that tends to keep the business in the form of originatih| 
New York, although I think that at New Orleans the steam) 
agency has arranged to do the clearing for the interior shippers, 
course the result of that has been to make the New York shippers ^ 
much provoked. They see their business passing away. " WeU 
say, " you can not have it always." 

Mr. Shackt^ford. That is the point I was trying to get some 1 
on, whether or not there is not a large possible trade from GiJf p 
by way of the Isthmus. 

Mr. Walker. I should think there was. I should think the w 
Middle West could ship that way very profitably. 

Mr. Escii. You say the United Fruit Company, from Gulf p 
to the Isthmus, does not engage in San Francisco traffic? 

Mr. Walker. They are all foreign steamers. They are mc 
Norwegian steamers. 

Mr. EscH. Would the fact that you had an exclusive contract ^ 
the Pacific Mail have any effect on that ? 

Mr. Walker. No, sir ; the Pacific Mail is bound to take our frei 
everything we can give them at Panama, and we could have a 
from every port in the United States on the Atlantic side to 
Isthmus and they would be bound to carry that freight forward f 
us on the other side. 

Mr. EscH. Yes. 

Mr. Stevens. There is no reason under the law why goods bi 
from San Francisco to the Isthmus should not be rebiUed from 
Isthmus to New York, is there ? 

Mr. Walker. That question came up some years ago when s 
one shipped some freight from here to Europe, and then reimpo 
it in bond at San Francisco, and I understand that the Govemn 
won on its contention, and forced the shipper to pay duty on t 
American goods that had been shipped to Germany and reimpoi 
That is precisely parallel to the case you suggest. 

Mr. Stevens. So that freight has to be billed through in ordc 
escape duties? 

Mr. Walker. Yes, sir; the customs authorities require us to 
at the custom-house in New York a full statement of all the « 
that we carry out of New York for San Francisco, and it is jm 
the charge oi the American consul at the Isthmus, and he sees 
no foreign cargo is substituted for the American cargo that left 1 
and then the collector at San Francisco checks the cargo dischai 
by the Pacific Mail as the cargo that left New York. 

Mr. Ste^^ns. Then that business, under the law, must be car 
in American vessels? 

Mr. Walker. Yes, sir ; that is certain. • 

Mr. Stevens. Now, on that point, I would like to pursue this 
a moment, Mr. Walker, on the line on which I was questioning 
Drake this morning. Will there not be quite a large increase oi b 
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from Puget Sound and San Francisco to the Isthmus on account 

lie construction of the canal in the carriage of supplies, and so 

1? 

r. Walker. I should imagine that there would be, because the 

fie coast can compete for delivery there with delivery from the 

ntic coast. 

r. Stevens. \es. Now, that large increase of business will 

ct tonnage, will it not? 

p. Walker. I should think it would. 

r. Stevens. So that when vour contract with the Pacific Mail 

ft/ 

mship Company shall be completed next July there will be an 
cement for those ships to continue in that Pacific coast business? 
r. Walker. T^ell, as long as they could get those supplies. 
p. Stea^ens. And other business. You see the point? In the 
place, there is the Pacific coastwise business between the Pacific 
i and the Atlantic coast, and the Gulf, which must be carried in 
rican bottoms. There is one source of freight. The second 
3e would be the amount of construction material sold by Pacific 

: people, such as lumber and rough stuff like that 

r. Walker. Yes, sir.' 

r. Stevens (continuing). To the canal authorities for the con- 
ation of the canal. Now, those two sources of business will 
ict tonnage from the Pacific coast to the Isthmus, will they not ? 
r. Walker. You spoke, as I understood, of coastwise traffic ? 
r. Ste\'ens. Yes, sir. 

r. Walker. So far, no American vessels have been found to do 
particular business for the Government. The traffic has moved 
le German steamers which go from Puget Sound to San Fran- 
), and then to some port in Mexico, and to another and another 
, and so on down the coast, carrying freight and discharging at 
3 different ports, lifting freight from each port and carrying it to 
s farther down and making the port of Panama incidentally a 
of call. 

r. Stevens. You understand whv that was carried in German 
els? 

r. Walker. 1 understand. 

r. Stevens. Because they would break cargo, and the others 
Id not. An American vessel would require a full cargo, and the 
man would break cargo if required to do so. 

T. Walker. The German vessel is the omnibus, taking cargo and 
Dping it in small lots, in that way. 

J. Stevens. When this traffic increases so that there will be more 
els, will there no^e American vessels to carry that freight ? 
T. Walker. That would depend entirely on what rates those 
tnans would be willing to take and whether or not those vessels 
d get a better freight than freight to Panama. American vessels 
so few that generally they can afford to go in some protected 
itorv and leave these open ports to the foreign flags, 
r. Shackleford. What do you mean by " protected territory ? " 
r. Walker. Such as the coastwise business; business that the 
ign ships can not take, business that is protected by our coastwise 

r. Shackleford. Were it not for that this traffic would be profit- 
, would it not, which Mr. Stevens has spoken of ? 
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Mr. AVALKEit. Well, I should think if a foreign vessel finds it profit- 
able, that a foreign vessel which has an American registry ought to 
find it profitable. They say, however, that they do not. " They sqf 
that under the American flag they are obliged to pay higher wages; 
but I have no personal knowledge on that point. I do know, thouA 
that I rocontly had occasion to find a vessel to carj:T a large nuinEer 
of cars for the Commission to the Isthmus, and that I went to an! 
American owner of a vessel which recently secured American repfr 
try. and the only one I know of that was capable of carrying iSbm 
cars because of the size of the large hatches, and he did not care to 
compete for that business when he knew that T was inviting bids frtffll 
foreign A^ossels. He said that there was no use ; that he could not c(»b- 
pete. Now, whether his vessel had l)ecome capitalized at too high a 
figure I do not know. The probability is that he could find moPB 
profitable employment for her where the business was confined to tiha 
American flag. 

Mr. Stevens. Now, supposing that Congress extended the coaafc- 
wise laws to embrace the Isthmus, providing that the trade between 
the Isthmus and any part of the United States should be coastwiaer 
trade, what would be the effect of such a provision as to the rata 
between the United States and the Isthmus, and the traffic between the 
United States and the Isthmus? Would it increase rates or increaaa 
traffic? 

Mr. Walker. You mean through rates ? 

Mr. Stevens. I mean the rates, through and local rat«s. 

Mr. Walker. That would naturally keep rates up by limiting 
competition. 

Mr. STE^^NS. It would increase rates some at first? 

Mr. Walker. It would naturallv increase rates. 

Mr. Stevens. Would it not also increase facilities? For instanca^ 
the Pacific Mail would certainly continue in that business, becanA 
it would be coastwise business. 

Mr. Walker. It would not change the status of the Pacific Mifl 
Company, because that is an American line now. 

Mr. Stevens. Then it would have a monopoly, and would cany 
all of that traffic, irrespective of any contract? 

Mr. Walker. It would not alter what they do now, because 
freight to and from the various ports of call in Central Am< 
and Mexico can be carried in foreign vessels. I heard a qu 
which was asked of Mr. Drake this morning which I think bears 
what you are asking now, and that question was about the Pi 
Mail keeping in the business under any circumstances. The mi 
profitable traffic that any of us have — ^the most profitable 
item — is the coffee that moves from Central America to Europe, 
great bulk of that moves in January, February, March, and April, a£n4^ 
at that season anybody who has a ship down there would like to Ai 
that business, take the cream, and not run any other time of the ye&k 
Of course the wish of the Pacific Mail Steamship Company is 10 
prevent that tramp business by way of the Isthmus, and, in oi ' '^ 
to induce the Pacific Mail to keep up a regular we^ly service, 
made that exclusive arrangement which is about to expire, to p; 
them in this good, paying business, while they are making 
regular service for the less remunerative business of the other ] 
of the year. The through rate between New York and San Fran* 
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averages about $12 a ton out, and about $9.74 a ton home. That 
Wfts last year. Half of that goes to the Pacific Mail and, of course, 
it is not a very remunerative ousiness for the long haul. The coflfee 
they take up in Central America is hauled from 500 to 1,000 miles, 
I suppose, and they put it in the place of cargo which they have dis- 
ehaif^ on the way down from San Francisco. In other words, 
between San Francisco and Panama, steamers receive practically two 
freights for the same room, whereas on the cargo from San Francisco 
k> >lew York if they only get the one. 

Mr. Stevens. So that that traffic is much more profitable than the 
through traffic from New York ? 

Mr. Walker. The foreign traffic is very much more profitable to 
us all. In fact, if we had nothing but the San Francisco traffic to go 
via the Isthmus we would all have to go out of it — that is, with 
die American ships. I think if we had some of the cheap foreim 
tramps, if they could do that business (United States coastwise), 
they might be able to make money on it. They would take ten days 
to run from New York to the IstHmus instead of seven. 

Mr. Stevens. And they would take two weeks running up ? 

Mr. Walicer. A direct line would take two weeks. The Pacific 
Itail are about twenty-two days making the trip, including the stops 
hetween Panama and San Francisco. 

Mr. Shackleford. Those stops delay them very greatly ? 

Mr. Walker. I suppose those stops accoimt for a week." 

Mr. Stevens. If the railroad is subordinated to the construction of 
the canal, so that freight is delayed, what difference will that make on 
the volume, of freight that would be moved ? 

Mr. Walker. The business would shrink. My own opinion of that 
is that the subject would be forced upon the State Department. I 
think that the lines in Europe which have interests in carrying 
«£rei^t to the Isthmus and have been making a profit would interest 
flieir home ffovernments to insist that the fine that had been kept 
mem there ror fifty years should be kept open for the commerce of 
the world. 

Mr. St'evens. Do you think the treatj^ would affect that ? 

Mr. Walker. That is not the question. The question would be 
■that the United States, by becoming the owner oi the railroad and 
i/efusing to give the facilities which the world had enjoyed heretofore 
jU thelsthmus, would be injuring all these foreign capitalists. 
J Mr. Adamson. Have you any reason to fear that the railroad can 
l^iot do the work we need from it in building the canal, without im- 
|(Pairing its usefulness? 

^ Mr. Walker. I have not the slightest doubt that the railroad can be 
grated so as to take care of the traffic and to build the canal. 
I Mr. EscH. It is a single-track railroad. 

», Mr. Walker. Yes, sir; but I should say that it should be double 
.hacked. 

p Mr. Adamson. There are many, many miles of double track — of 
joDg sidings. 

i Mr. Walker. Yes, sir. 

J' Mr. Adamson. It struck me that it was in better condition than 
lltny of the trunk lines in this country. 
|e' Mr. Walker. Yes, sir. 
* Mr. LovERiNG. And they have the rails, have they not? 
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Mr. Walker. Yes, sir. 

Mr. Ste\'en8. Would not this be true, that any difference in the 
traffic between New York and San Francisco would make a difference 
in freight rates between New York and San Francisco? 

Mr. Walker. Anything that handicaps the Isthmus route leaves 
the railroads free to make an agreement with the one concern that his 
seen fit to establish a steamship line via Magellan, and they certainly 
would agree to get all there was in the business out of it. 

Mr. Stevens. So that j^ou think the one regulator is the Isthmus 
route ? 

Mr Walker. Yes, sir. 

Mr. SiiACKLEFORi). And it Avill cease to be a regulating route if it 
has not its present connection with a steamship line? 

Mr. Walker. Yes, sir. Certainly you can not do anything with 
this little 48-mile railroad if you have not a steamship fine there to 
give it an outlet. 

Mr. Stevens. Yes; on both ends? 

Mr. Walker. Yes, sir. 

Mr. EscH. Your total tonnage was about 400,000 tons last year? 

Mr. WxVLker. Yes, sir; on the Isthmus. 

Mr. EscH. What is the total of the transcontinental tonnage; have 
you any idea? 

Mr. Walker. No, sir. I looked it up several years ago. I think 
it was about four years ago, and at that time we carried one-sixth of 
the total business from the Atlantic coast territory to the Pacific 
coast. 



Mr. Stevens. One-sixth of what? 



J 

i 

Mr. Walker. Of the total tonnage moving from the Atlantic sea- ■ 
board to the Pacific seaboard of the United States. ; 

Mr. Stevens. That would not include the fruit shipments? j 

Mr. Walker. I learned from Mr. Stubbs the nunaber of tons thaU 
were carried by the transcontinental railroads, and I found tfalli 
there were carried by the way of the Straits of Magellan one-sixthi^ 
We carried one-sixtli, and together with what Mageuan carried tha» 
made one-third of the business. ?! 

Mr. Stevens. That would include general merchandise, but not 
fruits ? ,1 

Mr. Walker. I do not know whether Mr. Stubbs included the fnA 
or not. He could not have included fresh fruits, because they are nol 
a factor in the business of the Isthmus route, which occupies a monflt 
in transit. 

Mr. Stevens. Fruits were excluded from that estimate, then? 

Mr. Walker. Yes, sir. I do not know whether it included 
fruits. 

Mr. Stevens. You say that you carried a sixth and the Straits 
Magellan a sixth ? 

Mr. Walker. Yes, sir. At that time they had only sailing v 
and they were building then those large steamers which they 
since put on. The question was whether the Isthmus and the 
continental lines would be wiped out of existence or not by the 
mendous capacity of those big vessels. A sailing vessel was of 8, 
tons capacity, but those big fellows — ^those steamers — ^were 
tons. 
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Mr. Shackleford. ^Vhat has been the eflFect of that? 

Mr. Walker. The coast business have grown ; the business is very 
much larger since the Philippines have oeen opened up. I do not 
know whether our business has increased in proportion to the others 
(Mr not, but our business has increased all the time. 

Mr. Shackleford. You do not know what has been the eflFect of the 
Magellan business ? 

&. Walker. The Magellan steamers are running full. The next 
steamer can not take any more freight. She has a full cargo. They 
run a regular schedule — once a month. 

Mr. Shackleford. Would a reduction in your rate increase the 
traflic as against the Magellan route? 

Mr. Walker. Undoubtedly ; if we carried our freight cheaper than 
we are taking it now we would get a great deal more freight, if we 
could carry it. 

Mr. Stevens. You do not get any of the Hawaiian sugar business? 

Mr. Walker. Xo, sir. 

Mr. Si'E^'Exs. That all goes by the Magellan route? 

Mr. Walker. The sugar ? 

Mr. Stevens. Yes. 

Mr. Walker. I do not think it all goes by the Magellan route. 
Some of it has gone to San Francisco, and moved over the Southern 
^Pacific to New York. 

i - Mr. Shacklei'X)rd. What is the Isthmus rate as compared with the 
'Magellan rate? 

Mr. Walker. Sometimes we have to take a lower rate than the 
Magellan line. For instance, I have in mind the one item of sapolio. 
A grocer caries boxes of sapolio on his shelves, and to get them dirty 
or break them in rehandling at the Isthmus forces the consignee to the 
expense of repacking. Shelf goods can go on the Magellan steamer 
'in New York and be landed in San Francisco in first-class condition. 
I just take that as an instance. 

Mr. Shackij:ford. Wliat is it in general ? 

Mr. Walker. In general I think our average rate is higher than 

I theirs. 

Mr. Escn. In stating that you carried one-sixth of the total traflfic, 
did you include there the traifflSc that passed from the Atlantic to the 

acific side? 

Mr. Walker. Yes; the total traffic. 
Mr. EscH. The total traffic? 
Mr. Walker. Yes, sir. 

Mr. Escn. Then the line, in managing and controlling one-sixth 
rf the transcontinental traffic, would have sufficient to regulate the 
ites on the transcontinental railroads ? 
Mr. Walker. No, sir ; we control a third. 

Mr. EscH. That is, your route and the Magellan route control one- 
ird between them? 

Mr. Walker. Yes, sir; they carried a sixth and we carried a sixth. 
Mr. LovERiNG. How many independent transcontinental lines are 

jre? 

M[r. Shackleford. Would not that be a very difficult question to 

iswer? 

Mr. LovERiNG. I thought that he might answer it. 

PAN BY — 05 12 
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Mr. Walker. I suppose there are the Southern Pacific, the Atchi- 
son, the Northern Pacific, and Canadian Pacific. I think others are 
merged together. 

Mr. Stevens. The Union Pacific and the Great Northern are two J 
more. j 

Mr. Walker. The Union Pacific and the Southern Pacific are syn- ] 
onymous to me. I thought that the others were left separate. I 
thought the merger suit had settled that. 

Mr. Stevens. Settled that they should be kept separate? 

Mr. Walker. Yes, sir. 

Mr. LovERiNG. You say the freight rate from New York to San 
Francisco via the Panama Railroad is $12. What class of freight do I 
you refer to in that? 1 

Mr. Walker. That is the average rate on the total tonnage. i 

Mr. LovERiNG. Now, what is the transcontinental rate; do you ■ 
know that ? 

Mr. Walker. I have no idea. I would have to know their total ' 
tonnage and total revenues to get at that. j 

Mr. Mann. How do you get the average rate on that? i 

Mr. Walker. I take the total number of tons and divide into the ' 
total revenue, and it shows that I got $12, on the average, per ton. 

Mr. Mann. That, of course, has nothing to do wim the average ; 
rate? 

Mr. Walker. No, sir. A great deal of that freight only pays $9 ; 
a ton. 

Mr. Shackleford. For comparison, take some commodity and 
make a comparison between the rate on your line and the transconti- 
nental line. 

Mr. Walker. The easiest comparison is that my rate for less than 
carloads is 30 per cent less than tneirs. 

Mr. Shackleford. Do you make a rate 30 per cent lower than the 
transcontinental rate? 

Mr. Walker. Not absolutelv. I do not have force enough to woik 
up a book like that [indicating pamphlet], so I send to the commis- 
sioner and get that book and give my billing clerks a tariff, and I say 
to them " Bill according to that." That is me transcontinental classi- 
fication to which I refer [indicating paniphlet]. 

Mr. Mann. Now, do you make a tariff rate-— you have a published 
tariff rate ? 

Mr. Walker. Yes, sir. 

Mr. Mann. Is that published tariff rate based on the 30 per cent 
discount from the transcontinental j)ublished rate ? 

Mr. Walker. Yes, sir. It reads in this way. I first have a set of 
class rates running from $1.80, first class, down to class E, 70 cents. 
But practically little or no freight moves under those rateis, because 
the transcontinental lines have covered nearly everything we carry bf 
a commodity rate. 

Mr. Mann. I was going to ask you how many commodity rates yoa 
have. 

Mr. Walker. As many as they have. I take their tariff. 

Mr. Mann. They do not have a very large number of commodity 
rates, do they ? 

Mr. Walker. From New York to San Francisco? 

Mr. Mann. Yes, sir. 
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Mr. Walker. They have 65 pages of them. They cover pretty 
nearly everything that moves. 

Mr. Mann. Sixty-five pages of commodity rates ? 

Mr. Walker. Yes, sir. Now. my instructions to the billing clerks 
are that the commodity rates rrom New York will be those of the 
transcontinental west-bound tariff, in effect at the time of shipment, 
less the following discounts : Carloads^ 20 per cent ; less than carloads, 
30 per cent, observing a minimum of 40 per cent per hundred pounds — 
$8 per ton. 

Mr. Mann. In other words, your rates are less, 20 per cent less, than 
the transcontinental carload rates, and 30 per cent less than less car- 
load rates? 

Mr. Walker, That is right, as a general proposition. 

Mr. Mann. But you do not carry anything at less than 40 cents, as 
a minimum rate? 

Mr. Walker. That is the lowest rate we take. 

Mr. Mann. Do you ever make any concessions? 

Mr. Walker. There are large houses in San Francisco with which we 
made arrangements to carry all of their consignments at the less than 
carload rate without regard to the quantity, because the Morgan line, 
the Southern Pacific Company, were prepared to allow large shippers 
to accumulate their cargo from the interior on the wharf in New x ork 
until there was a carload, and then bill the accumulation at the car- 
load rate. 

Mr. Mann. You said a moment ago "At the less than carload rate." 
You meant to say at the carload rate? 

Mr. Walker. Yes, I meant the carload rate, although less than a 
carload moves at the particular time. It may be that when cargo for 
one consignee arrives at the Isthmus there may be a carload to cross 
the Isthmus, by the accumulation, or there may not be. But I can not 
afford the space on our wharf to accumulate that cargo, as our wharf 
has to be used for discharging as well as loading ships, which limited 
apace in New York forced me to adopt that plan with the larger ship- 
pers in San Francisco. 

Mr. Mann. Which, of course, is a violation of the law which we 

have put upon railroads. But that does not apply to you, of course.- 

Mr. Walker. That is what I thought. We have never felt that the 

; interstate commerce law applied to our line, which is a water line. 

That 48 miles of road across the Isthmus hardly counts for anything 

t else but a connecting link. 

Mr. Mann. It might be a question whether it comes under the 

sovereignty of the United States. Did you ever make any other con- 
cessions or pay any rebates or give any preferences in any other ways? 
Mr. Walker. No, sir; we have never made any arrangement with 

any shipper that we would not make with any other shipper under the 

same circumstances. 
Mr. Stevens. And all published ? 
Mr. Walker. Yes, sir. 
Mr. Mann. You say your rates are based on the discount off the 

tegular published transcontinental rates. From those rates do j^ou 

[give any discounts? 
Mr. Walker. Yes, sir; we make changes when we find that those 

rates are not low enough to get a particular class of business and we 

Want that business. In such a case we will make another rate for it. 
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For instanccN I have a rate with one company of 45 cents a hundred 
pounds from New York to San Francisco. The same rate applies to 
the shipments of another company from another section. Accordbg 
to my tariff I would make the transcontinental rate less the disconitf 
and pay the freight from the shipping point into New York if it did 
not exceed 20 cents a hundred pounds. 

Mr. Mann. What would be the transcontinental rate from Ijfew 
York? 

Mr. Walkeu. On this class of goods? 

Mr. Mann. On that class of goods. 

Mr. Walker. Well, some of it would be 75 cents a hundred pound& 

Mr. Mann. And upon that you would make a discount of 20 per 
cent for carload lots ? 

Mr. Walker. Twenty per cent would be 60 cents. 

Mr. Mann. And you make a rate of 45 cents? 

Mr. Walker. The freight into New York might be 20 cents, which 
would get mc down to my minimum of 40 cents; but I get 45 cents 
from it. 

Mr. Mann. What is that, wire? 

Mr. Walker. That was wire. 

Mr. Mann. Your rate on wire is 60 cents from New York to San 
Francisco ? 

Mr. Walker. Yes, sir. 

Mr. Mann. Based on the transcontinental rate? 

Mr. Walker. New York and common points. 

Mr. Mann. I understand. Now, in order to get points west of New; 
York in the Atlantic seaboard territory you pay tne rate from tho8e| 
points to New York ? 

Mr. Walker. If it does not exceed 20 cents. J 

Mr. Mann. I understand, but that does not affect your rate frcm 
New York. Your rate is 60 cents. Now, what rate do you make Wj 
the American Wire and Steel Company ? \ 

Mr. Walker. The shipments of the American Wire and Steel Com-, 
pany move from Worcester, Mass., formerly the Washburn, Modt 

& Co. 

Mr. Mann. Is that a published rate? 

Mr. Walker. That is a published rate [referring to printed tariffJS 
These things are not distributed broadcast, if that is what you me ""* 

Mr. Shackleford. They are published where vou and they can 
them ? 

Mr. Walker. Yes, sir ; or anybody else. 

Mr. Mann. You say " anybody else." ^Vhat we want to do 
simply to get at the facts. 

Mr. Walker. I understand. I have nothing to conceal. I ha 
given these tariffs to everybody who has asked for them. 

Mr. Mann. You have been doing this for the benefit of tl 
property ? 

Mr. Walker. Yes, sir. 

Mr. Mann. But, on the other hand, the Government comes in 
and it is a question whether the Government can afford to do t: 
things itself which it forbids other people to do, and we wish to 
tain what the fact is, from the Governmental point of view, not 
the point of view of the man who works for the company. 

Mr. Walker. Now, Mr. Chairman, the point in that matter is wh 
we compete; if I publish a tariff via the Isthmus, and say that 
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rates are 30 per cent less than all-rail rates on less than carloads, and 
20 per cent less for carloads, that is nothing but an agi^eenient with 
the transcontinental lines on differentials, ^ow, I do compete, and 
have increased the business to 50 per cent greater than what it was 
when I first went with the line. 

Mr. ]VL\NN. If you do not get business enough on that differential, 
you cut rates? 

Mr. AVAiiioiR. I go farther away, generally, to get the business. I 
go to St. Louis and Chicago to get the business ; and that partially 
is what makes the so-called "postage-stamp '' rate on the whole ter- 
ritory east of the Mississippi River, because I go anywhere to get the 
business, just as the Magellan Steamship Line does. 

Mr. Mann. And we have a great complaint about that, just because 
your line does that thing. 

Mr. Walker. You can not bottle the ocean. 

Mr. Manx. We can make you live up to the published tariff rate, 
and if the Government recpiires our railroads to live up to the pub- 
lished rates, we could compel you to live up to them. 

Mr. Ix)VERiNG. Do they live up to the published tariff rate? 

Mr. Walker. T believe they do. I can not see why they should 
cut it. 

Mr. Stevens. You can not compel the Hawaiian Steamship Com- 
pany to live up to it? 

Mr. Walker. No, sir; they do just as they please; and we have 
been put in the same category. Of course, if the Government wants 
the traffic manager to carry freight for nothing, that could be done, 
or, on the other hand, the rates could be made prohibitive if the Gov- 
ernment should so decide. 

Mr. Si'EVT.NS. Do you think it is just, when the Government com- 

ipels railroads to stop preferences and live up to j^ublished tariffs, and 

?to take into consideration the long and short haul matter, that the 

[Government should proceed to disregard everything in its own case, 

and cut rates and give preferences? 

Mr. Walker. I think it is on that long and short haul we, are 
working. It is absolutely water competition. We can not send our 
jdiips to sea unless they are properly loaded. They have to be prop- 
erly ballasted, and if I can not get freight on the spot at one price, I 

ike it at another. 

Mr. Stevens. That is the way with all steamship business? 

Mr. Walker. That is so with all steamship business all over the 
torld. 

Mr. Mann. That used to be so with all railroad companies, and 
l^ould be now if we did not interfere with them. 

[ Mr. Walker. That is the natural law of competition. The rail- 
N)ads have been very much benefited by the interstate commerce law, 
^here is no doubt about that; and the public have paid a great deal 
'^ore freight than they did when the railroads were going as they 
Weased. There is no question about that. 

5 Mr. Stevens. And the more we regulate the higher the ra,tes 
8«Ilbe? 
^ Mr. Walker. Yes, sir. 

Mr. EscH. How much of this freight that you have shipped out of 
Stew York to San Francisco originates right in New York, and how 
llach is gathered into New York from the outer territory ? 
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Mr. Walker. Almost all of it comes from the factories outside. 

Mr. EscH. And within what radius? 

Mr. Walker. It is difficult to tell, because, while we absorb that 20 
cents, there are shipments made from points that have to pay higher, 
&nd then the difference is added to the rate. For instance, from a 
place like Amsterdam, X. Y., on certain classes of goods we are 
charged 31 cents into New York. Now, I would first take 20 per 
cent off of the rate, if it was a carload, and then I would absorb that 
20 cents and add the 11 cents to it, so that it really would not be 20 
per cent lower from Amsterdam to San Francisco than the trans- 
continental rate. 

Mr. EscH. And vet vour transcontinental rate really limits? 

Mr. Walker. It is supposed to, because it is thought that unless 
a shipper can get his rate down 20 per cent lower than the railway 
rate he will not give us the business. * 

Mr. EscH. Because it takes longer to ship it ? ! 

Mr. Walker. Yes, sir. But of course he fimiras closer than I j 
would. He knows the value of the goods and what the insurance on 5 
them would cost him, and he can figure out whether my rate would be 
to his advantage by way of the Isthmus, or whether he had better 
pay a higher rate across the country. 

Mr. EscH. And yet in no case Avhere you have allowed a special 
rate, as you have specified, do you permit your rate to go lower than 
$8 a ton? 

Mr. Walker. That is a matter we have agreed on with the connect- 
ing carrier on the other side, that we will not allow him to take 
freight from San Franci^:co to New York at less than $8 a ton unless 
he consults with us, and he will not allow us to take freight at a lower 
rate than that unless he gives his permission. 

Mr. EscH. Do you exercise that permission, either of you? 

Mr. Walker. It has not come up under the present contract, be- 
cause we have been able to keep on increasing the business, and doing 
a good business at, as I have stated, an average of $9.74 a ton, the 
lowest rate from San Francisco being $8, which is on lead. A large 
part' of the business from San Francisco to New York is the wine, 
and that pays us 55 cents a hundred pounds, which would be $11. 

Mr. Shackleford. Would there be any difference in the rate of 
insurance on a cargo from New York by way of the Isthmus and one 
from Now Orleans by way of the Isthmus ? 

Mr. Walker. I think the underwriters would make about the same 
rate. You know they consider the ships outside of the difference in 
the voyage. Our voyage is about two days longer from here to the 
Isthmus, but our ships are larger and are a better class of boats. 

Mr. Shackleford. Suppose the case of the same class of boats, and 
loaded with the same class of cargo, out of New Orleans by way of 
the Isthmus, and out of New York by way of the Isthmus ? 

Mr. Walker. I think if I was running the line from New Orleans 
I would remind the underwriter that there was only five days' risk 
instead of seven, and that he ought to give a lower rate from New 
Orleans than he gave the line from New York. 

Mr. Shackleford. . Do you think he would allow that? 

Mr. Walker. I can not tell you. 

Mr. Skackleford. Is there anv business that goes from New Or- 
leans to San Francisco by way oi the Isthmus? 
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Mr. Walker. No, sir; the United Fruit Company charter Nor- 
wegian and English vessels, and anything they can get. Foreign 
vessels can not carry cargo from a port in flie United States destined 
to another port in the United States. ' 

Mr. Mann. There is nothing now to keep them from running from 
New Orleans to the Isthmus ? 

Mr. Walker. No, sir; but that business can not go through. They 
can not compete with the Southern Pacific. 

Mr. Mann. That is what I understand. They can not compete 
with the Southern Pacific, but there is nothing to keep them from 
shipping to* the Isthmus ? 

Mr. Walker. No, sir; the law preA^ents them from shipping from 
New Orleans to San Francisco except in an American bottom. 

Mr. Mann. Give us some idea or the insurance rates. Of course, 
there is no insurance rate on the transcontinental railroads. 

Mr. Walker. There is a net rate by our line of about one-half of 1 
per cent from New York to San Francisco. I' think it is nine- 
sixteenths. 

Mr. Mann. Have you any idea how much that would average per 
hundred poimds ? 

Mr. Walker. I can not tell. It changes with the value of every 
article shipped. 

Mr. Mann. I understand ; but you gave us the average freight rate 
and I wondered if you had any idea of the average insurance rate. 

Mr. Walker. I have no idea of the average value of our cargoes. 
I suppose you could find out from the reports from the custom-house, 
but I have never looked it up. 

Mr. Mann. You make the rate from New York to San Francisco? 

Mr. Walker. The Panama Eailroad; ves, sir. I do. 

Mr. Mann. The Panama Railroad? f)oes the Pacific Mail make 
the rate from San Francisco to New York ? 

Mr. Walker. Yes, sir ; they do. 

Mr. Mann. Absolutely ? 

Mr. Walker. Yes, sir. We have agreed on a set of tariffs that are 
satisfactory. 

Mr. Mann. With power to modify them? 

Mr. Walker. Yes, sir. 

Mr. Shackleford. Who are " we? " 

Mr. Walker. Either line, reciprocally. They reduce the rate there 
When it is necessary, and we reduce the rate ot freight here when il 
is necessary. 

Mr. Shackijeford. You can not make a rate from San Francisco 
to New York? 

Mr. Walker. No, sir. 

Mr. Shackt^ford. And they can not make a rate from New York 
to San Francisco? 

Mr. Walker. No, sir. 

Mr. LovERiNG. The rates are the same ? 

Mr. Walker. Going both ways ? 

Mr. Lovering. Yes. 

Mr. Walker. Not necessarily ; no, sir. 

Mr. Man^. Even if you base your rates upon the transcontinental 
railroad rates, making so much of a discount from them, still when 
you have to reduce your rates in order to get business the rates would 
not be the same the two ways ? 
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Mr. AValkek. Not necessarily ; no, sir. 

Mr. Manx. Do they niake a reduction on rates? 

Mr. Walker. The ^Pacific Mail ? 

ytr. Mann. Yes. 

Mr. Walker. No, sir ; they publish a regular tariff rate which, on 
wine, for instance, is 55 cents a hundred pounds. Now, if I remem- 
ber correctly, the all-rail rate is 75 cents a hundred pounds. That 
is 20 cents a hundred pounds more, so that our rate is more than 20 
per cent less than the rate all rail, or rail and water rate via New 
Orleans. 

Mr. Mann. The Pacific Mail being controlled by the Southern 
Pacific, and the Southern Pacific being controlled by the Union 
Pacific, and then the Pacific Mail having the power to make the rate 
from San Francisco east, do you think there is any tendency to keep 
up rates on that account? 

Mr. Walker. Well, I should suppose that that consideration would 
be in the mind of the man that makes the rates. But we had a differ- 
ence with the Pacific Mail four years ago, and they lost over $300,000 
as a result of that, and they do not want to have the same thing over 
again. So that they give us just about as much freight as we have so 
far been able to handle. In other words, in 1897 their business to 
New York from San Francisco was about 12,000 tons, and all the 
persuasion we could give them would not make them increase it mate- 
rially until we were about to give them a notice that we would not 
go on with the contract, and so, during the last year of that contract 
they ran up to quite a respectable figure. I wanted to get up to 
about 36,000 tons a year, and after the rate war of eighteen months 
duration our two companies came together in the present contract, 
and they have taken the business and have accepted our suggestions. 
Last year the business they gave us was 30,000 tons. 

Mr. Mann. What do you mean by " 30,000 tons? " 

Mr. Walker. I mean they gave us 30,000 tons of cargo from San 
Francisco to New York. 

Mr. Mann. I understood you to say a while ago that the total 
freight carried was 400,000 tons. 

Mr. Walker. The San Francisco business is onlv one-fifth of the 
business that the railroad does. 

Mr. Mann. I understood from what was said this morning that 
the percentage of that business was 55 per cent.. 

Mr. Walker. You have confused the large business with Mexico 
and Central America to and from New York and Europe. 

Mr. Mann. I understood that it was stated that that was the 
amount that you got with the Pacific Mail Steamship Company? 

Mr. Walker. Yes; but the Pacific Mail 

Mr. Mann. That is what I am asking you now, about the business 
that you get from the Pacific Mail Steamship Company. 

Mr. Walker. We were talking about San Francisco rates, as I 
understood it. 

Mr. Mann. I beg you pardon me. I did speak of the San Fran- 
cisco rate, but I meant the total of the business. 

Mr. Walker. Taking the whole of the business of the Isthmus, a 
very large amount of it the Pacific Mail Steamship ComJ)any brings 
to us from Central America, and it goes to Europe, and when we 
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speak of 55 per cent of the business being in connection with the 
racific Mail, that is 55 per cent of the Isthmus through traffic. 

Mr. Mann. Mr. Drake spoke of 55 per cent of the business in con- 
nection with the Pacific Mail, and in connection with Pacific coast 
points to New York. At least, that is what I understood. That was 
not what he meant ? There is not 55 per cent of the business that 
goes around to Pacific coast points through your steamship line and 
goes up to New York ? 

Mr. Walker. I do not think I follow that question. 

Mr. Mann. Mr. Drake stated that 55 per cent of the business you 
carried from C!olon to New York, as I understood him 

Mr. Walker. With the business of the Pacific Mail connection ? 

Mr. Mann. No, sir ; of the business that you carried on your steam- 
ship line from Colon to New York ; that 55 per cent was over half of 
the total business. 

Mr. WAiiKER. I think that in response to that Mr. Drake, testified 
that 50 Y>er cent of the through business of the railroad was done by 
the company's own steamships, and that 55 per cent of the business 
done by the railroad was done in connection with the Pacific Mail 
Steamsnip Company. 

Mr. Drake. That is right. 

Mr. Walker. As a matter of fact, our business last year — the 
steamship business — was 48 per cent of the through tonnage across 
the railroad. 

Mr. Mann. ^^"Iiat do you mean by the " throurfi tonnage? " 

Mr. Walker. Not including business between Panama and Colon — 
the local business. 

Mi% Mann. Do you mean the business emanating from the Pacific 
Mail and ending on your line ? 

Mr. Walker. No, sir; business starting with our line from station 
to station between Panama and Colon. There is quite a lot of that. 

Mr. Mann. When you say that you could not carry any more busi- 
ness, or that they could not f nrnisK you any more business, the board 
of directors could pass a resolution to provide two new vessels? 

Mr. Walker. Yes, sir. 

Mr. Mann. Was that with the view of taking care of increased 
business ? 

Mr. Walker. That was the idea. 

Mr. Mann. Or in connection with helping you out? 

Mr. Walker. The whole business of the Isthmus route can be 
increased. 

Mr. Mann. If you had two new vessels from Colon to New York, 
and made a proper rate, do you think those vessels could get all the 
business they could cany ? 

Mr. Walker. Without doubt. 

Mr. Mann. If we should, in addition to that, put a line on the 
Pacific, would we get more business at a low rate or would we lose 
business by losing the Pacific Mail line ? 

Mr. Wai-iIvER. If you put a line on the Pacific and run it regularly, 
you can wipe the transcontinental lines off the face of the United 
States. 

Mr. Mann. If you make the rates regular? 

Mr. WaIiKer. X ou can not leave your barrels of wine on the Isth- 
mus over a week, in that climate, though. 
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Mr. Mann. You mean by handling things up to date? 

Mr. Walker. Yes, sir; and ^ving them thirty-six days from New 
York to San Francisco, which is pretty near as good as the Canadian 
Pacific can give, we would get a great deal more freight. 

Mr. EscH. What is the average time for freight by rail from New 
York to San Francisco ? 

Mr. Walker. I do not know what the average time is. The best 
time T ever heard of, outside of OTeen fruit, was eleven days. When 
they had yellow fever in New Orleans, and the business was driven 
away from there to the Union Pacific, those fellows got the business 
across in fourteen days, as they wanted to keep it. The Southern 
Pacific had to push pretty bard when New Orleans opened up again 
to recover the patronage, and they got their time down to eleven 
days. But I ffuess it is more likely to be twenty-one days than 
eleven days. I do not know what the average time is, really. 

Mr. Drake. I understand the average time is eighteen days. That 
is between the limits of eleven days and thirty-five days. 

Mr. Walker. I think I heard some one say the other day, in read- 
ing from the contract with the Pacific Mail Steamship Company, 
that they ran three steamers a month. That is the minimum which 
they can put on. But as illustrative of their willingness to help us 
out they are running regularly once a week. Our steamer is sup- 
posed to reach the Isthmus on Tuesday, and the freight should go by 
the next Tuesday on their steamer on the other side, and their freight, 
due at the Isthmus on the other side Sunday, should take our steamer, 
not on Wednesday, but the next Wednesday, on our side, so as to make 
a regular service between the ports of thirty-six days. When we run 
that way there is more demand for space, tJecause the wine merchants 
in New York will calculate on getting, every week, so manj barrels of 
wine, just enough to fill up their cellars and keep things just to their 
satisfaction, and they will not have to pay extra storage rates. 

Mr. Stevens. Caii you not handle that stuff across the Isthmus in 
less than a week ? 

Mr. Walker. We do when the steamers connect that way. For 
instance, we carry freight from New York to connect with the south 
carrier which should leave Panama on Thursday, and we get that 
across the Isthmus either on Thursday, or they wait until Friday to 
take it. We do a large business in that way with Ecuador. 

Mr. Stevens. So that you can make close connections? 

Mr. Walker. Yes, sir. 

Mr. Drake. We can make it in two days, with proper equipment 
and connections. 

Mr. Mann. What would be the facilities if we should run a line 
from C'olon to New Orleans ? 

Mr. Walker. Well, I think we would get some of the wine business, 
which is a very large traffic in New Orleans. 

Mr. Mann. Is there any possibility of your getting any portion of 
the fruit business ? 

Mr. Walker. Absolutely none. Dried fruit, do you mean ? 

Mr. Mann. I do not mean from California, but I mean from down 
there, which is now carried by the United Fruit Company's line. 

Mr. Walker. No, sir ; they do not take anything from Colon. 

Mr. Mann. They do take something from Colon, do they not? 

Mr. Walker. Not a thing. 
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Mr. Mann. Do they not touch at Colon ? 

Mr. Walker. Yes, sir. 

Mr. Mann. Do tliey not take up freight there? 

Mr. Walker. No, sir. They go off to their own plantations at 
Limon, and fill up there. 

Mr. Mann. When we were there we were told that they did. 

Mr. Walker. Well, they do not. That is, they do not accept any 
through freight from us. 

Mr. Drake. They did ; but they do not now. 

Mr. Walker. Wnen they wrote about the matter of the quarantine 
I asked about that, and they were not prepared to do it. 

Mr. Mann. Is there not quite a fruit belt on the Pacific side? 

Mr. Walker. On the Pacific side ? 

Mr. Mann. Yes. 

Mr. Walker. No, sir ; the fruit belt is on the Atlantic side. 

Mr. Mann. You would not take that up ; but is there not fruit on 
the Pacific side ? 

Mr. Walker. No, sir; there is nothing raised there. There is no 
market. 

Mr. Maj^n. That is what I mean. If you had a line so that they 
could get across there, there would be a market, then ? 

Mr. Walker. You speak of fruit. I suppose you mean bananas, 
particularly ? 

Mr. Mann. Bananas and pineapples. 

Mr. Walker. Pineapples, I should think, would be shipped all 
right in crates ; but I do not believe that bananas can be produced on 
the Pacific coast and shipped to Panama and rehandled across into 
another ship and put into New York at any profit. New York is 
going to get its banana supply from Port Limon and Jamaica and 
places from which it can be readily shipped. 

Mr. Mann. I was thinking of New Orleans, and not of New York. 

Mr. Walker. There is the same thing at New Orleans. The 
United Fruit Company are established in the banana business — that 
is their first business — and they merely take the freight down to Colon 
because that gives them a freight out. It is the same way with one of 
the lines from Europe. 

Mr. Mann. You never have considered it advisable to cater to the 
banana strip alon^ the Panama Railroad, or to give them any reason- 
ably low local freight rates ? 

Mr. Walker. We have coddled that business from its inception, 
and we get less mone}'^ on that than anything we handle on the line. 

Mr. Mann. I should think so, judging from the rates you have on 

it, for I must say, with due respect to your road, I never heard of such 

high tariffs as were given us down there on local rates and local 

business. 

Mr. Walker. The rate on bananas from the line of the road to 

Colon was one-quarter of a cent a pound, silver, that is, one-eighth of 

a cent a pound, gold, and you could not get that rate on any railroad 

anywhere in the United States. Somebody must have shown you, 

not the special tariff that was provided for that particular business, 

but what they call the gold tariff, which was for the transit of the 

whole Isthmus, or between points on the Isthmus, and which was 

made in 1892 to govern all traffic except the local productions of the 
. Isthmus. 
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Mr. Mann. Now, I talked with a good many people down there 
about the local business, and I did not find a single one 

Mr. Walker. Are yon speaking of bananas? 

Mr. Mann. I am speaking of bananas, and other classes of business, 
too. I did not find a single person who did not make bitter complaint 
about the fact that your local rates were so high as to indicate that 
you did not care to (lo any local business. 

Mr. Walker. Well, the local rates- 

Mr. Manx. And I supposed if that was the case you did not care to 
be bothered about it. 

Mr. Walker. I will tell you this, that the local rates have been 
changed since 3'ou were down there. They were under discussion 
when you were there. They have been under discussion for about 
three years at least. The old tariff' of 1802 was allowed to drift on 
because every time we went near Colombia it was a question of 
"AATiat will you ^ive up for this, and that, and the other thin^?" 
and that old tariff needed adjustment. For instance, we carried 
liquors for about 40 cents a hundred pounds, and on groceries we 
charged $1.20 a hundred pounds. 

Mr. EscH. Silver? 

Mr. Walker. No, sir; gold. Now, if there was to be a distinction 
between the two, the liquors certainly should have paid the highest 
rate. I suppose the man who made that tariff had a partiality for 
the particular kind of traffic. I do not know what else caused it. It 
was a good while ago, and it is not in evidence, but in 1892 the local 
chamber of commerce at Panama took up the question of agriculture 
on the Isthmus, and the net silver tariff was issued. I have it here 
in this book, and I will read it if you want it. 

Mr. Mann. Take the figures that you have just given, 12 cents a 
hundred on bananas for a local rate for probably 15 miles; in con- 
tradistinction to that you are willing still to make a rate from New 
York to San Francisco, with the two transfers at the Isthmus, of 40 
cents. 

Mr. AYalker. Not on bananas. 

Mr. Mann. Not on bananas, but on something else. I must say that 
your local rate is still high. 

Mr. Walker. A transportation line can afford to carry lead at 40 
cents a hundred pounds in a steamship, because she can be given 
nearly her full dead weight capacity of lead, and then you can pile 
in sea-island cotton on top of the lead, and it is just so much extra 
freight. 

Mr. Mann. But we are not talking about lead or sea-island cotton. 

Mr. Walker. You were speaking of my 40-cent rate between 
San Francisco and New York. That is the rate on lead. Now, I can 
put 100 tons of lead in my ship, and fill her up with everything else, 
and that makes 100 tons more of cargo than if the lead was not there. 
The lead takes up practically no room in the ship. 

Mr. Mann. But your average rate is what — a little over 60 cetns? 

Mr. Walker. Yes; 60 cents from here out. 

Mr. Mann. Those are average rates? 

Mr. Walker. Of course you understand that a transportation line 
can not take the lowest rate that it gets on any commodity that it 
handles, and apply that to all its business. 

Mr. Adamson. You can carry 100 pounds of lead from here to tte 
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Isthmus as cheaply as you can carry 10 pounds of bananas across the 
Isthmus ? 

Mr. Walker. That is about the size of it. Now, as to the banana 
business on the Isthmus, what has made the particular trouble about 
that thin^ is the wish of the banana interests for our steamship lines 
to coddle it further. Thev have been at us to reduce the rates to New 
York, and I have explained to them over and over again that we can 
not afford to sacrifice our room to bananas. They want 160 feet in 
the ship for a ton of bananas, and we must pile them only 3 bunches 
high, and they must have nothing over that— all that open space, in 
order that those bananas may be in good condition. Now, I can put 4 
tons of sugar in the same room that is required for a ton of bananas, 
and Peruvian sugar would pay from $4 to $5 a ton. 

Mr. Mann. Or course you can. But it seems to me that either way 
proves that the freight rate is too high^ or the freight rate is too 
low, as compared with your other rates. Do you or not want the 
business ? 

Mr. Walker. In the handling of corporations it has been my 
business to figure so as to get the greatest amount of revenue that 
the traffic would yield. 

Mr. Mann. Do vou or not want to be bothered with the local 
business on the railroad down there? 

Mr. Walker. Yes, sir. I have tried to knock out the mules and 
the cayucas — the mules from Panama and the boats on the river 
from Colon which have largely supplied carriage to nearby towns 
along the railroad — but they are still running. That tariff went into 
effect on the 1st of February, and where the rate was 60 cents I cut 
it down to 20 cents for a distance of 15 miles out on the road. I 
have graded the rates all across on the roads. I had partially in 
mind when I worked that tariff out an old tariff that the Georgia 
legislature put out, with which I used to be familiar, and I took the 
classifications that w^ere in effect that we had agreed upon with the 
lines from Europe, and I took the trunk line tariff used by the great 
railroads out of New York as a guide to proper rates for light goods 
charged by weight instead of by measure, as do steamers; so that 
I could make a weight rate across the Isthmus on everj^'thing- And 
I tried to be as fair as I could to those fellows. 
Mr. Mann. You have made a very material reduction. 
Mr. Walker. Yes, sir. 

Mr. Mann. Since this committee was in the Isthmus? 
Mr. Walker. Yes ; an entire change. I can not tell how it is going 
to work out on the entire distance across. 

Mr. Adamson. They told us that you charged $10 a thousand on 
lumber from Colon. Do you charge that yet? 

Mr. Walker. There are two rates on lumber. Pine lumber less 
than an inch thick is third class, and pine lumber more than an inch 
in thickness is fourth class. The fourth-class rate from Colon to 
Panama is 30 cents a hundred pounds. The new tariff makes timber 
in carloads from $3 to $5 per ton, varying with the distance. 
Mr. Adamson. $10 a thousand feet ? 
Mr. Mann. $10 a ton. 

Mr. Walker. I expect we are going to find discrepancies in this 
tariff, because I discarded the old one and made this up by consider- 
ing these various tariffs that I have spoken of, and I have sent word 
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to the Isthmus to draw my attention to anything which is out of the 
way in it, as we would keep the type set up, so that we could correct 
it, because I expected some classes would advance rates, and others 
would reduce them. One item that has been brought particularly to 
my attention is kerosene oil, and that rate has dropped from 80 cents 
a case to 55 cents from New York to Panama, the reduction coming 
out of the railroad. It was made because I found that the trunk 
lines out of New York classified the oil, case oil in carload lots, as 
fourth class, and it was made fourth class, which is an illustration. 

Mr. Adamson. Is the lumber good to handle on your steamships? 

Mr. Walker. Yas ; it is very good, freight, if not of very great 
length. Some of that Oeorgia lumber is 50 feet long, and that is 
pretty bad to handle. 

Mr. Adamson. I want to set at the effect on the operation of your 
railroad company of that sdiedule that was enacted^ by the Georgia 
legislature. 

Mr. Walker. I was the New York agent of the Central Railroad 
of (jeorgia for eight years, and I was with them for twenty-three 
vears, and of course I dealt only with the through rates, and that 
legislation just stopped the Central Railroad of Georgia from build- 
ing two fine ships that they had planned. They said If the legisla- 
ture is going to tell us that we must carry fertilizers for so much, 
because the farmers need them and regardless of cost of transporta- 
tion, we will quit." That was the effect of it. 

Mr. LovERiNG. You said when vou undertook to alter the schedules 
heretofore you ran up against Colombia. What do you mean by 
that? 

Mr. Walker. Every time we wanted to do anything, to make any 
change in existing practices, Colombia would see some reason for 
asking for some kind of a concession, saying that it must be worth 
something or other, and that we should pay for every change we 
wanted to make. That was the theory of it. And we had to notify 
the Government when we made a change in the tariff. 

Mr. LovERiNG. Did you ever have to pay for anything? 

Mr. Walker. Not in connection witn the tariff. I was not with 
them at the time they had paid before. 

Mr. Mann. Did vou have to obtain their consent to make a reduc- 
tion in a tariff rate f 

Mr. Walker. No, sir ; we had a right to change the tariff, but we 
gave them thirty days' notice that it was changed, under the contract 
Between the Colombian Government and the Fanama Railroad Com- 
pany. I forget what article it is. 

Mr. Mann. If you had a right to change the tariff, how could they 
hold you up? 

Mr. Walkkr. We could not change the tariff up and down just as 
we pleased. We could not go above some figures that had been agreed 
upon when the concession was made which allowed us to through 
bill freight. 

Mr. Mann. But you could reduce the tariff? 

Mr. Walker. We had to give the same thirty days' notice. 

Mr. Mann. They could not hold you up if you wanted to reduce 
the tariff? 

Mr. Walker. As I said, I wanted, when I altered that tariff, to 
readjust it, to advance some rates and to lower other rates, to get 
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them in a proper proportion, the rates one with the other, as we had 
in the United States. 

Mr. Mann. It will be news to this committee, which has been hear- 
ing testimony about rat« legislation for a long time, to know that the 
railroad rates in the United States have a proper relation to each 
other. We have been told so often by so many people that it was 
not so. 

Mr. Walker. That is my experience. I have been thirty-three 
years in the transportation business now — steamships and railroads — 
and, of course, the question of rates is a mere question of what the 
traffic will stand. That is the basis of getting at a rate. 
Mr. Mann. Of course. 

Mr. Walker. But you certainly do not expect to carry a pound of 
feathers for the rate of a pound of lead. The railroad rates for light 
goods are proportionately higher. They are put in higher classes 
than the heavy freight that is going in the low classes. 
Mr. LovERiNG. That does not hold true. 
Mr. Wai.ker. I did not understand you, sir. 
Mr. LovERiNG. That does not hold true. 

Mr. Walker. Not absolutely, but that is an aim. I have always 
'had a curious sort of theory on the question of freight rates that you 
would really get a just tariff by charging so much a hundred pounds 
ifor weighty goods, and a rat€ for space occupied by light goods, 
besides a separate additional charge, a percentage on. the value of the 
goods. That is not practicable, of course, but I mean that I have 
often thought of it 

Mr. LovERiNG. Suppose you were transporting cotton at a density 
of 35 pounds or 20 pounds to the cubic foot? 
Mr. Walker. I do not think they make a difference on the rates. 
Mr. LovERiNG. Why should they not, on that? 
Mr. Walker. Between compressed cotton and uncompressed 
cotton ? 
Mr. LovERiNG. Why should they not, under your theory ? 
Mr. Walker. They ought to, under that theory. My theory would 
correct the inequalities of that thing. 

Mr. EscH. Does the steamship company have the same right to 
make a rebate in its territorv around San Francisco as you have in 
the country around New York ? 
Mr. Walker. They could make the rates that way if they chose to. 
Mr. EscH. How much do they exercise that right ? 
Mr. Walker. They do not do it at all. 
Mr. EscH. Your wine all originates in San Francisco ? 
Mr. Walker. Yes, sir. It either is there or shippers bring it in 
themselves. The rate, 20 per cent lower than the transcontmental 
rate, makes it 60 cents. Pacific Mail Steamship Company make it 55 
cents, which gives the wine 5 cents to get in from somewhere near by, 
or something of that sort. 

Mr. LovERiNG. Have you any reason to believe that the business of 
the Panama Railroad will be of any considerable proportions — will 
continue to be — after the canal is constructed or operated ? 

Mr. Walker. My feeling is that the road will do a ffreat deal more 
business than it does now. My feeling has always oeen that it is 
likely to be turned into an electric traction road. 
Mr. LovEMNG. Will you not please state why ? 
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Mr. Walker. Because I think that the building of the canal on the 
Isthmus is going to develop the country, and with the development 
the populace there will require facilities for getting about and moving 
freight, and that the local tariff will keep up the road. And of 
course among the local traffic I should consider the passengers who 
go there in steamei's, going through, and who will prefer to travel 
across the Isthmus by rail instead of staying on the steamer. After 
a three weeks' voyage on a vessel I think almost anyone would like to 
take a little trip on shore, and they could go across the Isthmus in 
an hour and wait there and see Panama, which is an interesting old 
town, and get on the steamer when it came along. 

Mr. Adamson. Do you not think it will be necessary for the rail- 
road to do all of the local freight business? 

Mr. Walker. Yes, sir; I think so. I do not imagine that the busi- 
ne^ss — ^the local business — will be allowed on the canal at all. It 
would interfere with the navigation of the canal. 

Mr. LovERiNG. Will there not be a great deal of freight come to 
Colon that will break bulk at that point? 

Mr. Walker. I do not know what to think about that. The canal 
is likely to change the whole course of business absolutely. I was 
trying to get some statistics a few years ago as to what volume of 
traffic was likely to seek the canal from the United States, from the 
ffulf ports, and the eastern ports^ and where it would be distributed, 
now much of the business which now comes out through Mem- 
phis and the other gateways of the South to the Pacific coast and 
thence to China and Japan could be diverted down that way, and in 
the search for matter I went to a statistician who placed before 
me figures made some twenty years before, and they stated that there 
was at that time a great deal of business in Chile that took sailing 
vessels. It never could go to the Isthmus, because of the lack of 
wind in the neighborhooa of Panama, and the traffic could not afford 
to pay steamer freights. I was then hauling that class of freight 
from down there by steamer at the rate of 40,000 tons in the year- 
sugar. Twenty j^ears ahead a man can not tell what will happen. 
Here were steamers so constructed that they could carry the freight 
profitably at lower rates than sailing vessels were ready to take it at 
twenty vears before. 

It seems to me that lines which now distribute traffic all along in 
the West Indies may continue just that kind of business, and I think 
the Koyal Mail Steamship Company, for instance, running from 
Southampton to the West Indies, if they found 100 tons of freight 
they could take out and land at Colon, would do it. And they might 
find some freight running up and down to Valparaiso, and they 
would take that, and then there might be other lines established from 
New York down to Valparaiso, and other lines that would go up to 
San Francisco, and it seems to me that is the natural wav that busi- 
ness would change. The canal will make all-water transportation. 

Now, I would like to say some few words on my own account, if I 
may be permitted to do so. 

The Chairman. Certainl3^ 

Mr. Walker. This is on the subject of the steamship line, and its 
value to the railroad, and the necessity for an office in New York, if 
the steamship line is to run. 
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During the year 1904 the tonnage moved by the Panama Railroad 
(Company was, in round numbers, 409,000 tons. Of this, 326,000 tons 
was through traffic, and our steamship line carried 48 per cent of it— 
156,000 tons. The traffic between New York and San Francisco in 
both directions was 69,565 tons. In 1897 the total traffic was only 
290,651 tons; the through traffic was 241,044 tons. The steamship 
line had 35^ per cent of it, making 85,186 tons; and business between 
New York and San Francisco was 43,864 tons. This growth I con- 
sider the direct result of the dominating policy which the steamship 
Une enables the railroad to maintain, with a terminal in New York. 
To operate the railroad as a mere link between Colon and Panama, 
however low the rate for the transit, would be giving up all control 
of through rates and the movement of cargo from tne Isthmus. 
When cargo is landed on one side of the Isthmus, steamers are not 
necessarily waiting to receive it on the other side. Some lines from 
Colon to Europe touch there but once a month, and at times these, 
and others with more frequent sailings, are unable to move accumu- 
lations, having filled space at previous ports of call. After years of 
controversy, we finally secured the adoption by all lines operating via 
the Isthmus of a uniform bill of lading which gives us the right to 
divert cargo from the consigned line if not taken forward by the first 
steamer scheduled to sail after the cargo is ready for forw'arding. 
There are eight lines to Europe which touch at Colon. Seven of these 
in recent years have joined m a conference covering their terminal 
Dorts, Liverpool, London, Havre, Antwerp, Southampton, Hamburg, 
Barcelona, Bordeaux, Marseille, (ienoa, and territory contiguous to 
each for the purpose of placing all the ports on an equality as to 
through rates, and respecting each other s territory. It is conceiv- 
able that any one of these lines would refuse to receive from us 
freight consigned to another, were it not that we can now ship to 
New York by our own line, and distribute thence all over Europe. 
The Atlantic lines fear the popularity of a route via New York, so 
that they watch the situation closely and put on extra steamers when 
necessary to keep our cars, wharves, and warehouses free. The 
through tariffs are agreed upon by all at interest, the through rates 
to and from different ports on the Pacific varying directly with the 
degree of competition, particularly competition by steamers via the 
Straits of Magellan. Each carrier via the Isthmus receives fixed 
percentages of the through rates, and the right is conceded to initial 
carriers to make special rates down to fixed minima, whenever the 
exigencies of the competition require immediate action. If the rail- 
road fixes a set of arbitrary rates for the transit of the Isthmus, one 
of two contingencies would result : 

Firsts if the figures make a fair division of the through rates to and 
from ports immediately north and south of Panama, they would hfs 
too high for business to and from the Pacific coast of the United 
States to the north, and Chile to the south, and those countries would 
be shut off from the benefits of the Isthmus route. 

Second^ if the figures are made low enough to attract business to 
and from the countries far from Panama, the through rates will not 
be affected, but the steamship companies will absorb the reduction. 
Such was the result when Mr. Charles de Lesseps inaugurated the 
policy for Central America in 1887, and it hampered the relations of 
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the railroad with the coimectioiis until we broke with the Pacific Mail 
in 1900. As a matter of fact the through business passing across the 
Isthmus between the Atlantic and Pacific ports of the United States 
is only 21 per cent of the entire through business. On the remaining 
four-fifths the freights are paid by the i)eoples of Mexico, Ce^tw 
America, and South America at competitive rates, and I fail to see 
why we, the citizens of the United States, should propose to tax our- 
selves for the benefit of our neighboi's when we have a valuable prop- 
erty in the Panama railroad and steamship line which can be oevd- 
oped for the benefit of all at reasonable rates, and at the same time 
make earnings to offset some of the expenses which fall upon our 
country for canal construction. It has been suggested that tne three 
steamers belonging to the Panama Railroad should be leased or sold, 
the purchaser to agree to maintain a line and carry Government 
freight and passengers between New York and Colon at specified 
reasonable rates. I uthermoi-e, that if the United States went out of 
the ocean transportation business, active competition would result to 
the Isthmus and to San Francisco, and that foreign vessels would 
compete for the way freight. The comparatively low rates between 
New York and San Francisco now forced upon the Isthmus route 
would not be attractive to American capital, except for the hope of 
combining San Francisco tonnage with other better-paying freights. 
Two lines, or one interest on both sides of the Isthmus, womd have to 
make reciprocal arrangements for exchanging traffic, probably exclud- 
ing connection with any other line. Regular and close connection 
is essential to San Francisco merchants. They expect shipments to 
be not more than 36 days en route. Oils and wmes are seriously 
damaged by delay in the hot, moist climate of the Isthmus. 

The Panama Bailroa^, having relinquished all control on the ocean, 
would have no power to regulate through rates. With the present 
organization it is a simple matter to charter additional vessels on the 
Atlantic and on the Pacific, as we did in 1901, to have the power of 
absolute control. Our action at that time created a wholesome regard 
for us in all of our connections, and our views are now heard hj them 
with due consideration. As we have the authority to make all through 
rates out of New York, and as the European conference lines have 
adopted the policy of making the same rates from Europe, our com- 1- 
manding position as the regulator of rates is apparent. My expe- 
rience of thirty -two years in the railroad and steamship business has 
always been that railroads reaching the Atlantic coast south of New 
York needed to control steamship connections to that city as an out- 
let, and the Panama Railroad to Colon is no exception. It would be 
a great mistake to dispose of the steamers and lose the control for. 
which the company's officers have striven so long. 

As to the chartering of foreign vessels to carry Government freight 
to Colon, we have already chartered room at favorable rates on one 
or two gamers as may be necessiu y to carry a large shipment of 
bulky packages which could not be transported by any of our steamers 
or by the steamships of other American lines running to the West 
Indies. The business from Europe to Colon is done by steamers 
which make many other calls about the West Indies. If the Panama 
Railroad gives up its regular service, steamship owners might find 
business profitable with Colon only in a similar manner. The direct 
service heretofore has been profitable from its concentration on one 
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line. Herein has also lain the ability of the private line between 
Panama and San Francisco to obtain sufticient ousiness to keep the 
steamers employed. Should several lines touch Colon, they would 
ultimately work in concert, as is done by the lines from Europe. 
The foreign steamei-s of the United Fruit Company from New 
Orleans, and the Leyland and the Harrison lines from Liverpool, take 
freight to Colon as an incident of their voyage to other ports for 
which outward freight is not obtainable, and where they secure more 
desirable homeward freight than can be had from Colon, where they 
load little or nothing. The rasult is an irregular and unsatisfactory 
passenger service to New Orleans bv the United Fruit Companv, 
sometimes of ten days' duration. They make the trip to Colon in 
five days, carrj' Government employees at half rate, making the 
charge the same as oui*s from New York, which is one-third of our 
regular rate. I am confident that such a reduction by the United 
Fruit Company would not have been made except to keep pace with 
us. We encouraged the United Fruit Company to run to Colon, and 

Sve them the benefit of all tlie arrangements for through freights 
at the Panama Railroad Comjjany enjoys, with connections beyond 
Panama, and I think the future policy should be to give other lines 
that may be desirous of the railroad connection equal facilities, with- 
out, however, giving up the controlling influence to be exercised by 
the company's steamship line. 

If the steamships are retained in service, it follows naturally that 
a wharf and office must be maintained in New York, where 48 per 
cent of the railroad s through traffic originates or is delivered to con- 
signees, and where freights^ are prepaid and collected, except on those 
gwds shipped to San Francisco, freight to be collected at destination. 
All freignt to wdy ports is prej)aid. If any office is maintained in 
the money center, and equidistant by the mails for accounting from 
San Francisco, Europe, and the Isthmus. 

Mr. Mann. Can any of you gentlemen tell me if you have in these 
hearings gone into the question of how you collect freights? 

Mr. Walker. I have not heard anyone say a word about that. 

Mr. Mann. How do you do that ? 

Mr. Walker. We collect the freight from the shipper in New York 
when we deliver a bill of lading. 

Mr. Mann. That is easy enough, of course, on freight originating 
or terminating in New York, but how about the other? 

Mr. Walker. In Europe our connections collect the entire freight 
from the shipper or consignee, not allowing anybody on the Pacific 
coast to handle the money of the coin])anies, except as to passage 
money. The only exception is San Francisco. The European lines 
have arranged to send freight to San Francisco '' collect," when it is 
desired. 

Mr. Mann. Is any of the through rate, in any event, collected on 
the Isthmus? 

Mr. Walker. Not as a rule. There have been exceptions, when we 
knew a man, and for some particular reason I have asked our super- 
intendent to get the money from him. It is done on the Isthmus now 
for employees of the Commission. 

Mr. Manx. I mean on through freights? 

Mr. Walker. Oh, no; not a dollar of through freight is ever set- 
tled on the Isthmus. 
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Mr. Mann. Not a dollar is settled there. It is all collected through 
the New York office? 

Mr. Walker. Yes, sir; the whole business of accounting: and ad- 
justment. Freights coming from the south of Panama to New York 
are collected by us at New i ork, and the proportion belonging to the 
carriers south is paid to their agents in New York. 

Mr. Mann. If you had an office on the Isthmus, and attempted to 
collect freight there, vou would have to collect it in the same manner 
as you do now iu New York, except that it would be that much 
farther aw^ay ? 

Mr. Walker. That much farther away from the center of the 
money transaction. 

Mr. Mann. The fact that the freight goes through there would not 
make it any nearer, so far as the collection of money is concerned ? 

Mr. Walker. No, sir; you have got to have aii office somewhere. 
We are doing business with half the globe, 3,000 miles from San 
Francisco, and about 3,000 miles the other way, and New York is as 
central as any place you can get. 

Mr. Mann. Mr. Drake, will you have a copy of the minutes of the 
meetings of the board of directors since the members of the Isthmian 
Canal Commission became members of the board made for us? If 
we should want a copy of the minutes of the executive committee 
for some time we will ask for it. The minutes of the board of direc- 
tors are not very long, and I would like to have a copy of them. 

Mr. Drake. Yes, sir ; I will furnish a copy. 

Mr. Mann. Will you send me tariffs? 

Mr. Walker. If you will tell me what tariffs you would like to 
have, I will get them together and send you all you want. 

Mr. Mann. Your published tariffs? 

Mr. Walker. We nave a great many. This book is full of them 
[indicating scrap book]. It is a most complex thing. 

Mr. Mann. Why do you not make a tariff so that if a man wants 
to find out something, he will not have to look it all up? 

Mr. Walker. We do. If a man comes into the office for a tariff on 
freight to San Francisco, we ffive it to him. There is no use in giving 
Bim the tariff on freight to South America, because he does not want 
that. 

Mr. Mann. What I want is the tariffs on transcontinental busi- 
ness. There is no use in having the tariffs to Europe and South 
America. 

(Thereupon the committee adjourned.) 
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[Extracts from the report of the Panama Railroad Company, 1877.] 

Uement shaming number of passengers trnnsj)orted orer the Panama Railroad for the 
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B. MOZLEY, 

General Superintendent. 



Statement of earnings and ej^enses for the year eliding December Sly 1877. 



EARNINGH. 



reight: 

From Aspinwall to Panama $763, 580. 38 

From Panama to Aspinwall 712, 768. 44 

Treasure 15,957.51 

Mail 14,888.90 



(xross freight earnings |1, 507, 195. 23 

aasengers: 

From Aspinwall to Panama 99, 961. 35 

From Panama to Aspinwall 67,742.90 



Gross passenger earnings 

Miscellaneous receipts: 

Interest and exchange 83, 504. 30 

Lighterage 130, 667. 92 

Water from Taboga and water at Aspinwall 32, 625. 93 

Leases and rents, ballast, wharfage, light dues, tele- 
graph, etc 66,433.18 



167, 704. 25 



313, 231. 33 



Total gross earnings 1,988,130.81 
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EXPBKHB8. 

Interest on bonds 1209,468.19 

Subsidy to Colombian CTOvernment 250,000.00 

Total expenbes on the Isthmus, for lighter- 
age, salaries, fuel, supplies, repairs, etir.. $401,461.68 

Charges account 19, 021. 73 

Drawback on Colombian pro<luce 12, 500. 07 

Lost and damaged freight 6, 562. 65 

Freight on stores 2,863.98 

Office expenses in New York 14, 569. 14 

456,979.25 

1916, 447. 44 

Net earnings 1,071,683.37 

Note. — Previously the lightera^ account has been kept separately, and only the 
net profits have been included in the reports. In the above statement the gross 
receipts of lighterage appear in the earnings, and the gross expenses per contra, thus 
accounting for an apparent increase in operating expenses. 

Treasurer's statementj December Sly 1877, 

ASSETS. 

Cash in bank .* $42,823.46 

Funds in England 47,120.00 

Due from connecting lines 284, 594. 66 

Bills receivable 300,781.25 

Colombian Government — advance of subsidy 263, 538. 00 

Due from sinking fund 56, 267.90 

Investment in Panama Railroad Company stock, 900 shares 112, 500. 00 

Petty cash 90.94 

Interest due 4,083.33 

1,111,798.94 

LIABILITIES. 



Loans $150,000.00 

Drawbacks on Colombian produce jl 3, 500. 00 

Isthmus drafts 7, 149. 06 

160,649.06 

Surplus 951,149.88 



sinking fund. 

December 31, 1877. 
The bonded indebtedness of the company consists of 2,989 7 per cent sterling bonds 
of £200 each, equal to £597,800 (about $2,905,308), all due in 1897, to meet which 
the company have the following sinking fund: 



195 Panama 7 per cent ster- 
ling bonds, cost $178, 255. 01 

Panama stock, 1,500 shares, 
cost : 153, 690. 37 

Six Pacific mail steamers. . . 400, 000. 00 



731, 945. 38 



Due to Panama Railroad 

Company $56,267.30 

Sinking fund 675, 678. 08 



731,945.38 



NVE8TIGATION OF PANAMA RAILWAY COMPANY. 199 

[Extracts from Report of Panama Railroad Company for 1878.] 
9 gtatement of earnings and expenses for the year ending December 31^ 1878. 

EARNINGS. 

Lspinwall to Panama $889, 722. 10 

^anama to Aspinwall 690, 967. 97 

sure 16,130.30 

ils 12,749.55 

3 freight earnings $1,609,559.92 

Lspinwall to Panama 81 , 894. 28 

^anama to Aspinwall 68, 248. 55 

150, 142. 83 

3 passenger and freight earnings 1, 759 702. 75 

►us receipts: 

tand exchange 129,764.21 , 

•age 129,273.42 

from Taboga and water at Aspinwall 29, 613. 54 

and rents, ballast, wharfage, light dues, tele- 

1, etc 66,505.42' 

355, 156. 59 

gross earnings 2, 114, 859. 34 

EXPENSES. 

bonds $239,889.02 

Colombian Government 250, OOa 00 

nses on the Isthmus for lighterage, salaries, 

)lies, repairs, etc 496, 932. 65 

;ount 13, 212. 92 

3n Colombian produce 12, 932. 62 

imaged freight 3, 243. 64 

stores 2,866.91 

nses in New York 16, 155. 52 

1 , 035, 233. 28 

jarnings 1,079,626.06 

he above item of '* Total expenses on the Isthmus" inchides $58,886.88 
?w cars, and $43,905.75 for 1,000 tons of steel rails. 

Treasurer^ !^ statement j December 31, 1878. 

ASSETS. 

ik : •.. $54,084.22 

:ngland 47,118.93 

onnecting lines 646,963.95 

able 135,449.25 

Government for advance of subsidv 47, 852. 82 

inking fund '. 7,863.46 

in Panama stock, 900 shares 112, 500. 00 

\\\ 115,000.00 

110.46 

e 28,403.29 

1,195,346.38 
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LIABILITIEH. 



Drawbacks on Colombian pro<iuce $1, 506. 49 

IsthnuiP draft** 3,063.95 

$4,570.44 



Surplus 1,190,775.94 

Besides the above, this company hold steamship proi)erty transferred 
to it February 1, 1878, by the Pacific Mail Steamship Company, for 
which this company issued sterling l)on(ls amounting to £200,000, 
say 1 1,000,000.00 

HlNKIMi FUND. 

December 31, 1878. 

The bonded indebtedness of the company consists of 3,989 seyen per cent sterling 
bonds of £200 each, equal to £797, 800 (about $3,877,308), of which the first 2,989 
are due in 1897, and the remaining 1,000 J issued February 1, 1878), in ten half- 
yearly payments of 100 l)onds each, beginnmg on October 10, 1884, and ending on 
April 10, 1889. 

To meet this bonded indebtedness the company haye the following sinking fund: 



195 Panama 7 per cent ster- 
ling bonds, cost $178,255.01 

Panama stock, 1,500 shares, 
cost 153,690.37 

6 Pacific Mail steamers 400, 000. 00 



Due to Panama Railroad Com- 
pany $7,863.46 

Sinking fund 724,081.92 



731,945.38 



731,945.38 



[Extracts from Report of Panama Railroad Company for 1879.] 
Statement of earnings and expenses for the year ending December Sly 1879. 

EARNINGS. 

Earnings of the road : 

Aspinwall to Panama — 

From freight $796,403.63 

From treasure 3, 151. 04 

From mails 8, 581. 15 

From passengers 75, 704. 46 

$883,840.28 

Panama to Aspinwall — 

From freight 735,250.30 

From treasure 16, 877. 52 

From mails 3, 788. 47 

From passengers 67, 005. 34 

822,921.63 

1,706,761.91 

Miscellaneous recei pts : 

Interest and exchange 173, 321. 30 

Lighterage 132, 755. 35 

Water supplied shipping 27, 391. 29 

Rental of property, ballast, wharf age, Jight dues, tele- 
graph, etc 81,071.25 

Old rails taken up and shipped to New York prior to 

December 31, 1879 35,066.32 

449, 605. 51 

Total earnings 2,156,367.42 
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EXPENSE8. 

)erating expenses on the Isthmus « $463, 168. 91 

let and damaged freight 997. 23 

}w York office expenses 16, 246. 93 

Iscellaneoiis expenses in New York 24, 204. 52 

Total operating expenses 504, 617. 59 

beidyto United States of Colombia 250,000.00 

•aw Wk on Colombian produce 9, 939. 27 

tereston bonds 270,853.10 

$1,035,409.96 

Net earnings 1,120,957.46 

vidends paid during the year 910, 000. 00 

E. Z. Penfield, Accountant. 

Treamrer^s statement, 

December 31, 1879. 

ASSETS 

shin bank '. $10,400.27 

shinLcmdon 17,234.19 

e from connecting steamship lines 542, 938. 52 

tea receivable 4, 165. 00 

lited States of Colombia, for advance of subsidy 56, 250. 00 

) shares Panama stock (cost) 122, 564. 97 

ang on demand 753, 000. 00 

tty cash 157.17 

craed interest on loans 4, 818. 03 

1, 511, 528. 15 

LIABILITIES. 

afteadvised $4,520.00 

e sinking fund 38,877.03 

ipaid bills 6,208.14 

cnied interest on bonds 60, 189. 58 

$109,794.75 

Surplus 1,401,733.40 

rplus December 31, 1878 1,190,775.94 

Increase for the year 210, 957. 46 

sides the above, the company holds steamship property transferred 
it let February, 1878, by the Pacific Mail Steamship Company, 
or which this company issued sterling bonds amounting to <£200,0()0, 
ay 1,000,000.00 

W. J. Emmet, Treasurer. 

Sinking fund. 

December 31, 1879, 

The bonded indebtedness of the company consists of 3,989 seven per cent sterling 
nds of £200 each, equal to <£797,800 (say $3,989,000) of which the first 2,989 are 
e in 1897, and the remaining IjOCK), issued February 1, 1878, in ten half-yearly pay- 
sntfi of 100 bonds each, beginning on 10th of October, 1884, and ending on 10th 
•ril, 1889. 
To meet this bonded indebtedness the company has the following sinking fund: 

> Panama 7 per cent sterling bonds (cost) $178, 255. 01 

00 shares Panama stock (cost) 153,690.37 

acific mail steamers 400,000.00 

efrom Panama Railroad Company 38,877.03 

770, 822. 41 
W. J. Emmet, Secretary. 

a Includes $33,132.43 spent for 1,000 tons steel rails. 
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[Extractn from the report of the Panama Railroad Company for 1880.] 
Statement of earnings and expenses for the year ending December SI, 1880. 

EARNINGS. 

EamingB of the road: 

Aspinwall to Panama — 

From freight $788,681.49 

From treasure 1,167.26 

From mails 8,470.89 

From passengers 70, 900. 03 

$869,219.67 

Panama to Aspinwall — 

From freight 700,529.50 

From treasure 12,021.85 

From mails i 3,543.71 

From passengers 77, 278. 04 

793, 873. 10 

1,662,592.77 
Miscellaneous receipts: 

Interest and exchange 171,357.89 

Discount of subsidy 166,666.66 

Lighterage 149,487.51 

Water supplied shipping 34, 697. 50 

Rental of property, ballast, wharfage, light dues, tele- 
graph, etc 92,871.78 

615, 081. 34 

Total earnings 2,277,674.11 

EXPENSES. 

Operating expenses on the Isthmus « 608, 274. 38 

Lost and damaged freight 8, 665. 52 

New York oflSce expenses 16, 1S9. 12 

Miscellaneous expenses in New York 14, 833. 43 

Subsidy to United States of Colombia 250, 000. 00 

Drawback on Colombian produce 6, 706. 57 

Interest on bonds 270,746.70 • 

1,175,415.72 

Net earnings 1,102,258.39 

E. Z. Penpield, Accountant. 

Treasurer's statement. 

December 31, 1880. 

ASSETS. 

Cash in bank, New York $27,061.93 

Cash in bank, London 89, 165. 78 

Cash in hands of agents 16, 408.34 

Due from connecting steamship lines 358, 638. 50 

Notes receivable 5, 673. 75 

United States of Colombia, for advance of subsidy 3, 000, 000. 00 

900 shares Panama stock, cost 122, 564. 97 

600 six per cent Panama subsidy bonds 600, 000. 00 

Loans on demand 346,000.00 

Petty cash 34.03 

Accrued interest on loans 2, 230. 00 

4, 567, 777. 30 

^Includes $52,740.05 for new equipment, $50,337.26 for 1,500 tons steel rails, and 
$49,354.89 for rebuilding bridge across Chagres. 
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LIABILITIES. 

ifts advised 11,440.00 

e sinkinj? fund 90, 117. 63 

paidbUls 2,038.40 

crued interest on bonds 90, 189. 58 

: per cent subsidy bonds 3,000,000.00 

$3, 183, 785. 51 

1,383,991.79 
sides the above, the company (lolds steamship prop- 
irty transferred to it February 1, 1878, by the Pacific 
►fail Steamship Company, for which this company 
ssued sterling bonds amounting to £200,000, say 1,000,000.00 

•plus December 31, 1879 1,401,733.40 

rnings for 1880 1,102,258.39 

2 503 991. 79 
adends paid 18801 l', 120*, 000. 00 

Surplus December 31, 1880 1,383,991.79 

W. J. Emmet, Treadurer. 

bonded indebtedness and sinking funds. 

December 31, 1880. 
?he bonded indebtedness of the company consists of: 

'Iret. 3,989 seven per cent sterling bonds of £200 each, amounting to £797,800 
y $3,989,000), of which the first 2,989 were issued October 10, 1867, and fall due 
x)ber 10, 1897, and the remaining 1,<XX) were issued February 1, 1878, and fall 
J in ten half-vearly payments of 100 bonds each, beginning October 10, 1884, and 
ling April lOi; 1889. 
'o meet this bonded indebtedness the company has the following sinking fund: 

Panama 7 per cent sterling bonds, cost $178, 255. 01 

OO shares Panama stock, cost 153, 690. 37 

Pacific mail steamers 400, 000. 00 

e from Panama Railroad Company 90, 117. 53 

822, 062. 91 

Second. 3,000 six per cent gold sinking fund subsidv bonds of |1,000 each, amount- 
to 13,000,000, were issued November 1, 1880, and' fall due November 1, 1910. 
?o meet this bonded indebtedness, $225,000 annually of the Colombian Govem- 
nt subsidy has been pledged till March 27, 1908, the same to be applied by the 
npany, first, to the payment of the interest, and, second, as a cumulative sinking 
id for the redemption of the principal; the first 600 bonds (which belong to the 
npany) to be first redeemed, exhausting the sinking fund to November, 1890, and 
jreafter the bonds from 601 to 3,000 to l5i drawn yearly in September to an amount 
lal to the then surplus of the sinking fund, the drawn bonds to be paid on Novem- 
' 1 after each drawing, and thereby redeeming the whole issue in 1908. 

W. J. Emmet, Secretary. 



[Extracts from Report of the Panama Railroad Company for 1881.] 

StatemerU of eaimings and expenses for the year ending December 31, 1881. 

earnings. 
nings of the road: 
Aspinwall to Panama — 

From freight $1,000,406.57 

From treasure 2,534.38 

From mails 8,252.28 

From passengers 113, 300. 14 

$1, 124, 493. 37 
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EarningH of the road — Continued. 
Panama to A spin wall — 

From freight $746,444.32 

From treasure 10, 714. 'Ab 

From mailfl 8,606.49 

From {MiKHi'ngerH 87, 448. 18 



MiH<*ellaneouH receipts: 

Interest and exchange 94, 548. 29 

Lighterage 147,:U9.69 

Water Hni)plie<l nhipping 33, 731. 81 

Rental of proiK»rty, oallaHt, wharfage, light duet<, 

telegraph, etc 123, 1 33. 13 



1848,113.34 
1 , 972, 606. 71 



398, 762. 92 



Total t*arningH 2,371,369.63 

KXPEN8EH. 

Oj)erating exiK^nneH on the iHthmun $478, 294. 25 

IxMrt. and damag(»d freight 6, 851 . 59 

New York office ex i)enHeH 21,203/40 

MiscellaneouH ex jh-iik^ in New York 17, 243. 51 

523, 592. 75 

Subeidy to United Staten of Colombia 10, 000. 00 

Subflidy to State of Panama 25,000.00 

Redemption of Hul)Hidy bonds 45, 000. 00 

Interest on Hul)Hidy l)onds 180, 000. 00 

Interest on sterling bonds 270, 603. 90 

Drawback on Colombian produce 10, 766. 95 

1,064,963.80 

Net earnings 1,306,406.03 

K. Z. Penfield, Secretary. 

7reanurer*H statemntt. 

December 31, 1881. 

ASSETS. 

Cash in bank, New York $434,555.99 

Cash in bank, London 7, 138. 76 

Cash in hands of agents 30, 164. 50 

Due from connecting steamship lines 246, 492. 39 

Note receivable 4, 939.47 

United States of Colombia, for advance of subsidy 2, 955, 000. 00 

Loans on demand 369,000.00 

Petty t«sh 38.99 

4, 047, 330. 10 

LIABILITIES. 

Drafts a<lvis4Hl $1,345.00 

Due sinking fund 385,714.66 

Unpaid bills 9,182.45 

Accrueil interest on bonds 89, 681. 96 

Six per cent subsidy bonds 2, 955, 000. 00 

3, 440, 924. 07 

606,406.03 

The company's surplus assets June 30, 1881, were sold 

for 1,698,200.00 

Earnings for 1881 1,306,406.08 

3, 004, 606. 03 
Dividends paid, 1881 2,398,200.00 

Surplus, December 31, 1881 606,406.03 

E, Z. Penfield, Treamrer, 
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bonded indebtedness and sinking funds. 

December 31, 1881. 
The bonded indebtedness of the company consists of: 

First. 3, 989 seven per cent sterling bonds of £200 each, amounting to £797,800 
ay 13,989,000), of which the first 2,989 were issued October 10, 1867, and fall due 
ctober 10, 1897, and the remaining 1,000 were issued February 1, 1878, and fall due 
ten half-yearly payments of 100 bonds each, banning October 10, 1884, and end- 
ig April 10, 1889. 
To meet this bonded indebtedness the company has the following sinking fund: 

\6 Panama 7 per cent sterling bonds cost $178, 255. 01 

>5 Panama 6 per cent subsidy bonds cost 555, 000. 00 

ue from Panama Railroad Company 385, 714. 66 

1,118,969.67 

Second. 2,955 six per cent gold sinking fund subsidy bonds of $1,000 each, amount- 
igto $2,955,000, were issued November 1, 1880, and fall due November 1, 1910. 
To meet this bonded indebtedness, $225,000 annually of the Colombian Govem- 
lent subsidy wa*? pledged till March 27, 1908, the same to be applied by the company, 
8t, to the payment of the interest, and, 2d, as a cumulative sinking fund for the 
edemption of the principal, the first 555 of outstanding bonds (which belong to the 
ompany's sinking fund) to be first redeemed, exhausting the subsidy sinking fund 
November, 1890, and thereafter the bonds from 601 to 3000 to be drawn yearly in 
September to an amount equal to the then surplus of the subsidy sinking lund, the 
Irawn bonds to be paid on November 1 after each drawing, and thereby redeeming 
he whole issue in 1908. 

E. Z. Pen FIELD, Secretary. 



[Extracts from report of the Panama Railroad Company for 1882.] 
Statement of earnings and expenses for the year ending December 31, 1882. 

earnings. 

ilamings of the road: 

Aspinwall to Panama — 

From freight $1,109,487.06 

From treasure 2,638.62 

From mails 9,549.46 

From passengers 118, 411. 83 



$1,240,086.97 



Panama to Aspinwall — 

From freight 736,271.66 

From treasure 10,998.03 

From mails 3,536.92 

From passengers 105, 740. 28 



856, 546. 89 
2, 096, 633. 86 



fecellaneous receipts: 

Interest and exchange 52, 995. 73 

Lighterage.* 156,968.81 

Water supplied shipping 39,432.00 

Rental of property, ballast, wharfage, light dues, 

tel^raph, etc 108,315.40 

357, 711. 94 

Total earnings 2,454,345.80 
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Operating expenses on t)ie Isthniiis (7150,764.42 

Lost and damaged freight 4,352.04 

New York office expenses 20, 296. 33 

Miacellaneous espenaee in New York 16, 64H. 09 

771,960.88 

Ft«nfhise tax to State of New York 69,965.00 

Subeidy to Tnited States of Colombia 10,000.00 

Suhpidy to State of Panama 25, 000. 00 

Hedemptioii of subsidy bonds - 47, 000. (M) 

Interest on Hul)sidy bonds 177, 300. 00 

Interwt on sterlinc fMinds 271, 048. 82 

Drawback on Colombian produce - - 9, -545, 81 

— — - — — (1.371,810,51 

Ket euruinttf- - - _. 1,082,535,29 

E. Z. Penkiclii, Sicrc'aiy- 

Trengimr' x gliUement. 

December 30, 1882. 

Ca^h in bank, New York $19,147.95 

Cash in bank, London 22,386,61 

(■:,-|, I, i,.i„i-..i ;,..|-.ut8 20,260.M 

I'l. ■ iiiiL'HteamstiiplineB 272,600.8 

^ ;. 12500 

ill! ■I -i..i.- ..I I ..l.irnbia, for advance of subsidy- 2,908,000.00 

L.„.i,> l,i,..ai.l : 1,084,182.50 

Petty ■■a.-b 32B.43 

4, 326,029. OS 

Draftsadviaed $4,305.00 

Due sinking fund 503, 443. 29 

"Unpaid bilb 7,969.89 

Ai-crued interest on bondi- 89, 269. 58 

Six i>er L-i'ut Bulisidv bondj-. . _ 2, 908, 000. 00 

3, 312, 987. TB 

813,941.32 

Surplus, Defeinher 31, 1881 608,406.03 

Earniu)!^ tor 1882 1,082,536.29 

1,688,941.32 ' 

Diviiienda [wid 1SR2, 12i per ceiil _.__ __ 875,000.00 

^^uniluf^ ilf.vinberSO, IR82 813,W1.3S 

K, Z. pRNPiELD, TreafWf- 



Ift^ I'lm: 




50H I'aiii 




iJne frill 


11 Vmvm 



December 30, 1883- 
Infss of ihe coiiiriany w>nBistiJ of: ^ 

■r iiiii ::|,rlii,i; Vindu of £200 eadi, amounting to £787,80 

■I. ; Ill- ■-■!'Wi were issued October 10, 1867, and fall d*" 

I . I. mil) were issued February 1. 1878, and fall 0*5 
■ ■' ■ I'is each, beginiiiiigOctobei: 10, 1884,an(iei>'' 

[Tiiiviiti'diif.-r- ilie I'ouipany has tlie followiug sinking faad^ 

I't.Tliiig !lotld^■, i^iM $178.25&.5 

^'nbsidy biinds, cost 508, 000- * 

roailCoinpany 503,443. * 

1,189,698-- 
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Second. 2,908 six per cent ffold sinking fund subsidy bonds of $1,000 each, amount- 
ig to $2,908,000, were issued November 1, 1880, and fall due November 1, 1910. 
To meet this bonded indebtedness, $225,000 annually of the Colombian Govem- 
lent subsidy was pledged till March 27, 1908, the same to be applied by the com- 
Euiy, first, to the payment of the interest, and second, as a cumulative sinking fund 
»r the redemption oi the principal; the first 508 of outstanding bonds (which belong 
> the company's sinking tund) to be first redeemed, exhausting the subsidy sinking 
md to November, 1890, and thereafter the bonds from 601 to 3,000 to be drawn 
early in September to an amount equal to the then surplus of the subsidy sinking 
md, the drawn bonds to be paid on November 1 after each drawing, and thereby 
deeming the whole issue in 1908. 

E. Z. Pexfield, Secretary. 



[Extracts from Report of the Panama Railroad Company for 1883.] 
tStatement of earnings and expenses for the year ending December Sly 188S. 

EARNINGS. 

Samings of the road: 

Aspinwall to Panama — 

From freight $1,368,233.11 

From treasure 2,363.69 

From mails 9,159.40 

From passengers 188,812.79 

$1,568,568.99 

Panama to Aspinwall — 

From freight 683,459.86 

From treasure 7, 037. 84 

From mails 2,919.53 

From passengers 161, 852. 20 

855, 269. 43 

2, 423, 838. 42 
Miscellaneous receipts: 

Interest and exchange 56, 872. 61 

Lighterage 145,459.79 

Water supplied shipping 35, 206. 04 

Rental of property, balList, wharfage, light dues, 
telegraph, etc 150,607.06 

388, 145. 50 

Total earnings 2,811,983.92 

EXPENSES. 

Operating expenses on the Isthmus $1,002,456.22 

Lost and damaged freight 58,283.80 

Xew Yorkoflfice expenses 21,031.99 

Miscellaneous expenses in New York 17, 767. 71 

1, 099, 539. 72 

Franchise tax to State of New York 21,875.00 

Snbsidy to United States of Colombia 10,000.00 

Subsidy to State of Panama 25,000.00 

Redemption of subsidy bonds 51, 000. 00 

Interest on subsidy bonds 174, 480. 00 

Interest on sterling bonds 270, 853. 10 

Dmwbeu^k on Colombian produce 7, 444. 43 

1,660,192.25 

Net earnings 1,151,791.67 

E. Z. Penfield, Secretary, 
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Treasurer's statement. 

December 31, 1883. 

ASSET0. 

Cash in bank, New York $566,554.91 

Cash in bank, Ix)ndon 80,851.34 

Cash in hands of agents ;i6, 373. 46 

Due from connecting steamship lines 257, 103. 04 

Note receivable 15,000.00 

United States of Colombia, for advance of subsidy 2, 857, 000. 00 

Loans on demand 435, 000. 00 

Petty cash 207.48 

4, 248, 090. 23 

LIABILITIES. * 

Drafts advised $4,319.05 

Due sinking? fund 274, 623, 63 

Unpaid bills 2,654.98 

Accrued interest on bonds 88, 759. 58 

Six per cent subsidy })onds 2, 857, 000. 00 

3, 227, 357. 24 

1,020,732.99 

Surplus December 30, 1882 813,941.32 

Earnings for 1883 1,151,791.67 

1,965,732.99 
Ninety-fourth and ninety-fifth dividends paid 1883, 13i 
percent 945,000.00 

Surplus December 31, 1883 1,020,732.99 

E. Z. Penfield, Treasurer. 

statement of bonded indebtedness and sinking funds. 

December 31, 1883. 

The bonded indebtedness of the company consists of: 

First. 3,989 seven per cent sterling bonds of £200 each, amounting to £797,800 
{say $3,989,000), of which the first 2,989 were issued October 10, 1867, and fall due 
October 10, 1897, and the remaining 1,000 were issued February 1, 1878, and fall due 
in ten half-yearly payments of 1(K) bonds each, beginning October 10, 1884, and 
ending April 10, 1889. 

To meet this bonded indebtedness the company has the following sinking fund: 

195 Panama 7 per cent sterling bonds, cost $178, 255.01 

792 Panama 6 per cent subsidy bonds, cost 813, 999.34 

Due from Panama Railroad Company 274, 623. 63 

1,266,877.98 

Second. 2,857 six per cent gold sinking fund subsidy bonds of $1,000 each, amount- 
ing to $2,857,000, were issued November 1, 1880, and fall due November 1, 1910. 

To meet this bonded indebtedness, $225,000 annually of the Colombian Govern- 
ment subsidy was pledged till March 27, 1908, the same to be applied by the com- 
pany, first, to the pavment of the interest, and second, as a cumulative sinking fund 
for the redemption of the principal; the first 457 of outstanding bonds (which belong 
to the company's sinking fund) to be first redeemed, exhausting the subsidy sinking 
fund to November, 1890, and thereafter the bonds from 601 to 3,000 to be drawn 
yearly in September to an amount equal to the then surplus of the subsidy sinking 
fund, the drawn bonds to be paid on November 1 after each drawing, and thereby 
redeeming the whole issue in 1908. 

E. Z. Penfield, Secretary. 
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[Extracts from report of the Panama Railroad Company for 1884.] 
Statement of earnings and expenses for the year ending December .?/, 1884- 

EARNINGS. 

Dgs of the road : 

spinwall to Panama — 

From freight $1,826,554.55 

From treasure 4,301.06 

From mails 10,720.07 

From passengers 251,820.12 

$2, 093, 395. 80 

anama to Aspinwall — 

From freight 866,524.57 

From treasure 7,621.93 

From mails 3,521.29 

From passengers 191, 266. 62 

1,068,934.41 

3, 162, 330. 21 
jllaneous receipts: 

Qterest 6,695.81 

.ighterage 146,221.96 

V^ater supplied shipping 36, 580. 25 

Lental of property, ballast, wharfage, light dues, 

telegraph, etc 142,947 92 

332, 445. 94 

Total earnings 3,494,776.15 

EXPENSES. 

iting expenses on the Isthmus 1 , 689, 797. 70 

and damaged freight 11,127.03 

York office expenses 24, 801. 78 

jllaneous expenses in New York 17, 650. 05 

1, 743, 376. 56 

3hi8e tax to State of New York 23,625.00 , 

dy to United States of Colombia 10,000.00 

dy to State of Panama 25, 000. 00 

mption of subsidy 1x)nds 53, 000. 00 

est on subsidy bonds , 171, 420. 00 

est on sterling bonds 271, 107. 62 

back on Colombian produce 8, 703. 40 

ange 12,719.90 

2,318,952.48 

Net earnings 1,175,823.67 

E. Z. Penfield, Secretary. 



Treasurer's statement. 



ASSETS. 



December 31, 1884. 



in bank. New York $568,412.49 

in hands of agents 79, 188. 86 

Tom connecting steamship lines 308, 138. 21 

receivable 131. 25 

id States of Colombia for advance of subsidy 2, 804, 000. 00 

8 on demand 560, 000. 00 

cash 109.11 

4, 319, 979. 92 

PAN BY — 05 14 
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LIABILITIEH. 

Draft«i aifiaiDst . London bankera in excess of letter 

advice of deponits $55, 282. 45 

Isthmus draftfl advised 5, 719. 81 

Due sinking fund 272,143.40 

Unpaid bills 18,048.02 

Accrued interest on bonds 88, 229. 58 

Six per t«nt subeidv bonds 2, 804, 000. 00 

$3, 243, 423. 26 

1.076,556.66 

Surplus December 31, 188;^ 1 , 020, 732. 99 

Earnings for 1884 1,175,823.67 

2, 196, 556. 66 
Ninety-sixth and ninety-seventh dividends paid 1884, 
16 per cent 1,120,000.00 

Surplus Deceml)er 31 , 1 884 1 , 076, 556. 66 

E. Z. Penfield, Treamrer. 

STATEMENT OF BONDED INDEBTEDNE8H AND SINKING FUNDS. 

■ 

December 31, 1884. 

The bonded indebtedness of the company consists of: 

First. 3,889 seven per cent sterling bonds of £200 each, amounting to £777,800 
(say ^,889,000), of which the first 2,989 were issued October 10, 1867, and fall due 
October 10, 1897, and t^e remaining 900 were issued February 1, 1878, and fall due 
in nine half-yea?l^payments of 100 bonds each, beginning April 10, 1885, and 
ending April 10, lfiB9. 

To meet this bonded indebtedness the company has the following sinking fund: 

195 Panama 7 per cent sterling bonds, cost $178, 255. 01 

774 Panama 6 per cent subsidy bonds, cost 798, 150. 83 

Due from Panama Railroad Company 272, 143. 40 

1,248,549.24 

Second. 2^804 six per cent gold sinking fund subsidy bonds of $1,000 each, 
amounting to $2,804,000, were issued November 1, 1880, and fall due November!, 
1910. 

To meet this bonded indebtedness $225,000 annually of the Colombian Govern- 
ment subsidy was pledged till March 27, 1908, the same to be applied by the com- 
pany, first, to the payment of the interest, and, second, as a cumulative sinking fund, 
for the redemption of the principal; the first 404 of outstanding bonds (whichbelong 
to the company's sinking rand) to be first redeemed, exhausting the subsidy sinking 
fund to November, 1890, and thereafter the bonds from 601 to 3,000 to be drawn 
yearly in September to an amount equal to the then surplus of the subsidy sinking 
fund, the drawn bonds to be paid on November 1 after each drawing, and thereby 
redeeming the whole issue in 1908. 

E. Z. Penfield, Secretary. 



[Extracts from report of the Panama Railroad Company for 1885.] 

Statement of earnings and expenses for the year ending December Sly 1885. 

earnings. 
Earnings of the road : 
. Aspinwall to Panama — 

From freight $1,728,798.57 

From treasure 4, 040. 25 

From mails 16,198.60 

From passengers 197, 268. 64 

$1, 946, 306. 06 
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Earnings of the road — Continued. 
Panama to Aspinwall — 

From freight : $793,649.29 

From treasure 8,963.60 

From mails 3,286.05 

From passengers 186, 722. 11 

$992, 521 . 05 

Miscellaneous receipts: 

Interest and exchange 14, 825. 16 

Lighterage 125,138.52 

Water supplied shipping 41, 738. 16 

Rental oi property, baflast, wharfage, light dues, 
telegraph, etc 147, 393. 91 

329, 095. 75 

Total earnings 3,267,922.86 

EXPENSES. 

Operating expenses on the Isthmus 2,591,063.56 

Lost and damaged freight 14, 726. 07 

New York oflSce expenses « 24,118.19 

Miscellaneous expenses in New York 25, 364. 91 

2, 655, 272. 73 

Subsidy to United States of Colombia 10, 000. 00 

Subsidy to State of Panama 25, 000. 00 

Redemption of subsidy bonds 57, 000. 00 

Interest on subsidy bonds 168, 240. 00 

Interest on sterling bonds 260, 766. 65 

Drawback on Colombian produce 6, 522. 61 

Interest 13,511.31 

3,196,313.30 

Net earnings : 7 1 , 609 . 56 

E. Z. Penpield, Secretary. 
Treamirer^s statemerU. 

December 31, 1885. 

ASSETS. 

Cash in bank, Nfew York $138,146.81 

Cash in bank, London 71,833.74 

Cash in handis of agents 164, 419. 79 

Due from connecting steamship lines 244, 994. 77 

Note receivable 718. 75 

United States of Colombia for advance of subsidy 2, 747, 000. 00 

Demand loan 130,000.00 

Petty cash 157.92 

3, 497, 271. 78 

LIABILITIES. 

Isthmus drafts advised $10,499.05 

Due sinking fund 207,975.21 

Unpaid bills 498.40 

Accrued interest on bonds 83, 132. 90 

Six per cent subsidy bonds 2, 747, 000. 00 

3,049,105.56 

448, 166. 22 

Surplus December 31, 1884 1,076,556.66 

Earnings for 1885 71,609.56 

1, 148, 166. 22 
Ninety-eighth and ninety-ninth dividends paid 1885, 
10 per cent 700,000.00 

Surplus December 31, 1885 448,166.22 

E, Z. Penpield, Treasurer . 
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statement of bonded indebtedness and sinking funds. 

Dbcsmber 31, 1885. 

The bonded indebtedness of the company consists of: 

First. 3,689 seven per c*ent sterling lx>nd8 of £200 each, amounting to £737,800 
(say $3,689,000), of which the first 2,989 were issued October 10, 1867, and fall due 
October 10, 1897, and the remaining 700 were issue<l February 1, 1878, and fall due 
in seven half-yearly {)ayments of 100 bonds eeuchf beginning April 10, 1886, and end- 
ing April 10, 1889. 

xo meet this bonde<l indebtedness the company has the following sinking fund: 

195 Panama 7 per cent sterling bonds, cost $178, 255. 01 

717 Panama 6 per cent subsidy bonds, cost 741, 150. 83 

Due from Panama Railroad Company 207, 975. 21 

1, 127, 381. 05 

Second. 2,747 six per cent gold sinking-fund subsidy bonds of $1,000 each, amount- 
ing to $2,747,000, were issued November 1, 1880, and fall due November 1, 1910. 

To meet this bonded indebtedness, $225,000 annuallv of the CJolombian Government 
subsidy was pledged till March 27, 1908, the same to be applied by the company first 
to the payment of the interest, and, second, as a cumulative sinking fund for the 
redemption of the principal; the first 347 of outstanding bonds (which belong to the 
company's sinking fund) to be first redeemed, exhaustmg the subsidy sinking fund 
to November, 1890, and thereafter the bonds from 601 to 3000 to be drawn yearly 
in September to an amount equal to the then surplus of the subsidy sinking fund, the 
drawn bonds to be paid on November 1 after eacn drawing, and thereby redeeming 
the whole issue in 1908. 

E. Z. Penfield, Secretary. 



[Extracts from report of the Panama Railroad Company for 1886.] 
* StaUment of earnings and expenses for the year ending December Sly 1886. 

EARNINGS. 

Earnings of the road: 

Aspinwall to Panama — 

From freight $1,432,940.03 

From treasure 4, 168. 78 

From mails 18,031.78 

From passengers 250, 543. 30 

$1, 705, 683. 89 

Panama to Aspinwall — 

From freight 644,850.18 

From treasure 10,897.85 

From mails 3,011.10 

From passengers 233,878.90 

892, 638. 03 

Miscellaneous receipts: 

Interest and exchange 66, 057. 48 

Lighterage 147,804.06 

Water supplied shipping 32,311.07 

Rental oi property, ballast, wharfage, light dues, 

telegraph, etc 207,065.26 

453,237.87 

Total earnings '. 3,051,559.79 

EXPENSES. 

Operating expenses on the Isthmus 2, 345, 010. 26 

Lost and damaged freight 8,045.90 

New York oflBce expenses 24, 274. 60 

Miscellaneous expenses in New York 28, 869. 20 

'2,406,199.96. 
Subsidy to United States of Colombia 10, 000. OO 
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Subsidy to State of Panama $25,000.00 

Redemption of subsidy bonds 60, 000. 00 

Interest on subsidy bonds 164, 820. 00 

Interest on sterling bonds 247, 242. 72 

Drawback on Colombian produce 10, 534. 52 

Interest 9,181.39 

$2, 932, 978. 59 

Net earnings 118,581.20 

E. Z. Penpield, Secretary, 

Treasurer's statement. 

December 31, 1886. 

ASSETS. 

Cash in bank, New York $7,192.62 

Cash in bank, London 34, 483. 38 

Cash in hands of agents 105, 499. 49 

Due from connecting steamship lines 423, 576. 87 

United States of Colombia for advance of subsidy 2, 687, 000. 00 

Loans on demand 265,000.00 

Petty cash 19.38 

3, 522, 771. 62 

LIABILITIES. 

Isthmus drafts advised $31,256.65 

Due sinking fund 138,617.10 

Unpaid bills 19,635.38 

Accrued interest on bonds 79, 515. 13 

Six per cent subsidy bonds 2,687,000.00 

2, 956, 024. 26 

566, 747. 42 

Surplus December 31, 1885 448,166.22 

Earnings for 1886 : 118,581.20 

Surplus December 31, 1886 566,747.42 

E. Z. Penfield, Treasurer. 

statement of bonded indebtedness and sinking funds. 

December 31, 1886. 

The bonded indebtedness of the company consists of: 

First. 3,489 seven per cent sterling bonds of £200 each, amounting to £697,800 (say 
^,489,000), of which the first 2,989 were issued October 10, 1867, and fall due Octo- 
ber 10, 1897, and the remaining 500 were issued February 1, 1878, and fall due in five 
half-yearly payments of 100 bonds each, beginning Apnl 10, 1887, and ending April 
10, 1889. 

To meet this bonded indebtedness the company has the following sinking fund: 

195 Panama 7 per cent sterling bonds, cost $178, 255. 01 

657 Panama 6 per cent subsidy bonds, cost 681, 150. 83 

Due from Panama Railroad Company 138,617.10 

998, 022. 94 

. Second. 2,687 six per cent gold sinking fund subsidy bonds of $1,000 each, amount- 
"»g to $2,687,000, were issued November 1, 1880, and fall due November 1, 1910. 

To meet this bonded indebtedness. $225,000 annually of the Colombian Govern- 
ment subsidy was pledged till March 27, 1908, the same to be applied by the company, 
to, to the payment of the interest, and second, as a cumulative sinking fund, for the 
redemption of the principal; the first 287 of outstanding bonds (which belong to the 
company's sinking fund) to be first redeemed, exhausting the subsidy sinking fund 
to November, 1890, and thereafter the bonds from 601 to 3000, to be drawn yearly 
in September to an amount equal to the then surplus of the subsidy sinking fund, the 
drawn bonds to be paid on November 1 after each drawing, and thereby redeeming 
the whole issue in 1908. 

E. Z. Penfield, Secretary. 
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[Extracts from report of Panama Railroad Company for 18S7.] 
Statement of earnings and esperuiesfor Uie year ending December 31, 1887. 

EABNINGB. 

Earnings of the road: 

• A spin wall to Panama — 

From freight $1,626,468.68 

From treasure 11,200.49 

From mails 17,260.79 

From passengers 324,236.17 

$] , 979, 166. 13 

Panama to Aspinwall— 

From freight 798,140.03 

From treasure 19,015.18 

From mails 2,414.09 

From passengers 201,366.27 

1 , 020, 935. 57 

Miscellaneous receipts: 

Interest and exchange 52, 106. 04 

Lighterage 174,150.69 

Water supplied shipping 38»749. 95 

Rental of property, Dallast, wharfage, light dues, 
telegraph, etc 224,474.10 

489, 480. 78 

Total earnings 3,489,582.48 

EXPENSES. 

Operating expenses on the Isthmus 2, 291 , 953. 94 

Lost and damaged freight 6, 267. 17 

New York office expenses 24, 929. 57 

Miscellaneous expenses in New York 25, 317. 02 

2 348 467. 70 

Subsidy to United States of Colombia ' 10,000.00 

Subsidy to State of Panama 25,000.00 

Redemption of subsidy bonds 64, 000. 00 

Interest on subsidy bonds 161, 220. 00 

Interest on sterling bonds 233, 379. 27 

Drawback on Colombian produce 22, 744. 90 

Interest 4,939.24 

2,869,751.11 

Net earnings 619,831.37 

E. Z. Penpield, Secretary. 

Treasurer's statement, 

December 31, 1887. 

ASSETS. 

Cash in bank. New York $10,223.9^ 

Cash in bank, London 36,868.23 

Cash in hands of agents 1, 670. 72 

Notes receivable 75, 600. 00 

Dues from connecting steamship lines 386, 612. 24 

United States of Colombia for advance of subsidy 2, 623, 000. 00 

Loans on demand 840,000.00 

Petty cash 212.49 

3,974,087.67 
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LIABILITIES. ' 

Isthmus drafts advised $22, 475. 73 

Due sinking fund 66,052.84 

Unpaid billB 122.95 

Accraed interest on bonds 75, 857. 36 

Six per cent subsidy bonds 2,623,000.00 

$2, 787, 508. 88 

1,186,578.79 

Surplus December 31, 1886 566,747.42 

Earnings for 1887 619,831.37 

Surplus December 31, 1887 1,186,578.79 

E. Z. Pbnfield, Treasurer. 

statement op bonded indebtedness and sinking funds. 

December 31, 1887. 

The bonded indebtedness of the company consists of — 

First. 3,289 seven percent sterling bonds of £200 each, amounting to £657,800 (say 
13,289,000), of which the first 2,989 were issued October 10, 1867, and fall due October 
10, 1897, and the remaining 300 were issued February 1, 1878, and fall due in three 
half-yearly payments of 100 bonds each, beginning April 10, 1888, and ending April 
10, 1889. 

To meet this bonded indebtedness the company has the following sinking fund: 

195 Panama 7 per cent sterling bonds, cost $178, 255. 01 

593 Panama 6 per cent subsidy bonds, cost 617, 150. 83 

Due from Panama Railroad Company 66, 052. 84 

861,458.68 

Second. 2,623 six per cent gold sinking fund subsidy bonds of $1,000 each amount- 
ing to $2,623,000 were issued November 1, 1880, and fall due November 1, 1910. 

To meet this bonded indebtedness, $225,000 annually of the Colombian Govern- 
ment subsidy was pledged till March 27, 1908, the same to be applied by the company, 
first, to the payment of the interest, and second, as a cumulative sinking fund, for 
the redemption of the principal; the first 223 of outstanding bonds (which belong to 
the company's sinking fund] to be first redeemed, exhausting the subsidy sinkmg 
fond to November, 1890, and thereafter the bonds from 601 to 3,000, to. be drawn 
yearly in September to an amount equal to the then surplus of the subsidy sinking 
fond, the drawn bonds to be paid on November 1, after each drawing, and thereby 
redeeming the whole issue in 1908. 

F). Z. Penfield, SecreUivfi. 



I 



[Extracts from report of the Panama Railroad Company for 1888.] 
Statement of earnings and expenses for the year ending December 31, 1888, 

EARNINGS. 

Earnings of the road: 

Aspinwall to Panama — 

From freight $1,621,131.00 

From treasure 13,087.32 

From mails 19,463.05 

From passengers • 319, 523. 99 

$1, 973, 205. 36 

Panama to Aspinwall — 

From freight 652,764.59 

From treasure 19,095.72 

From mails 2,'4dfe.72 

From passengers 243, 921. 83 

91 8, 248. 86 
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Miscellaneous receipts: 

Interest and exchange $17, 149. 08 

LighteraRe 210,000.52 

Water supplied shipping 58, 701. 36 

Rental of property, oal last, whar&ige, light du(«, 

telegraph, Fox River shops, etc 513, 354. 03 

$799, 204. 99 

Total earnings 3,690,659.21 

KXPKNHEH. 

Operating exi)ense8 on the iHthniuH 1 , 751 , 618. 75 

Fox Rivershops 215,823.23 

Lost and damaged freight 7, 632. 86 

New York office ex i^nses 31,296.88 

Miscellaneous expenses in New York 29, 665. 71 

2, 036, 037. 43 

Suhsidy to United States of Colombia 10, 000. 00 

Subsidy to State of Panama 25, 000. 00 

Redemption of subsidy bonds 68, 000. 00 

Interest on subsidy bonds 157, 380, 00 

Interest on sterling bonds 219, 998. 73 

Drawback on Colombian produce 23, 698. 60 

2,540,114.76 

Net earnings 1 , 150, 544. 45 

Krnest L. Oppenheim, 

Secretary. 

Tremnirer^H stnternevt. 

I)E(^EMBER 31, 1888. 
CURRENT AHSETM. 

Cash in bank. New York $112,207.11 

Cash in bank, London 35, 577. 50 

Cash in hands of agents 47, 296. 22 

Notes receivable 500. 00 

Uncollected earnings 272, 325. 57 

United Stat^ of Colombia, for advance of subsidy 2, 555, 000. 00 

Ix)ans on demand 100, 000. 00 

Petty cash 30.58 

Due from sinking fund 29, 739. 73 

Amount on deposit with comptroller State of New York 3, 326. 67 

Cash in bank. New York — Isthmus draft account 2, 457. 03 

3,158,460.41 

CITRRENT LIABILITIES. 

Isthmus drafts advised $16,871.58 

Unpaid bills 5,698.65 

Accrued interest on bonds 72, 159. 57 

Six per cent subsidy bonds 2, 555, 000. 00 

— -^ 2,649,729.80 

Excess of assets 508,731.61 

Surplus December 31, 1887, as per balance 1,702,638.91 

Surplus December 31 , 1888, as pi^r balance 1, 236, 847. 36 

Decrease of surplus 465, 791. 55 
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)wing dividends were paid during the year ending December 31, 1888: 

i No. 100, paid January 16, 6 per cent. 

1 No. 101, paid May 1, 5 per cent. 

1 No. 102, paid September 12, 7 per cent. 

1 No. 103, paid November 30, 4 per cent. 

1 No. 104, paid December 21, 1 per cent. 

Ernest L. Oppenheim, 

Trecumrer. 

statement of bonded indebtedness and sinking funds. 

December 31, 1888. 
ded indebtedness of the company consists of: 

389 seven per cent sterling Donds of £200 each, amounting to £617,800 
),000), of which the first 2,989 were issued Octol>er 10, 1867, and fall due 
, 1897, and the remaining 100 were issued February 1, 1878, and fall due 
889. 

this bonded indebtedness the company has the following sinking fund: 

a 7 per cent sterling bonds, valuation $195, 000. 00 

a 6 per cent subsidy bonds, valuation 543, 000. 00 

738, 000. 00 
Qt due Panama Railroad Company 29, 739. 73 

708, 260. 27 

2,555 six per cent gold sinking fund subsidy bonds of $1,000 each, amount- 
55,000, were issued November 1, 1880, and fall due November 1, 1910. 

this bonded indebtedness $225,000 annually of the Colombian Govem- 
dy was pledged till March 27, 1908, the same to applied b^ the company, 
3 payment of the interest, and, second, as a cumulative sinking fund, for 
ption of the principal; the first 155 of outstanding bonds (which belong 
ny's sinking fund) to be first redeemed, exhausting the subsidy sinking 
ovember, 1890, and thereafter the bonds from 601 to 3,000 to be drawn 
leptember to an amount equal to the then surplus of the subsidy sinking 
Irawn bonds to be paid on November 1 after each drawing, and thereby 

the whole issue in 1908. 

Ernest L. Oppenheim, 

Secretary. 



[Extracts from report of the Panama Railroad Company for 1889.] 

lerd of eamiiigs and expenditures for the year ending December 31^ 1889. 

earnings. 
)f the road: 
vail to Panama — 

•om freight $1,018,725.19 

om treasure 2, 179. 75 

•om mails 24,799.42 

om passengers 108, 201. 57 

$1, 153, 905. 93 

la to Aspinwall — 

•om freight 516,851.45 

•om treasure 13,058.87 

•om mails 3,105.22 

om passengers 112, 807. 71 

645, 823. 25 

ous receipts: 

st and exchange 19, 506. 50 

rage 201,711.10 

supplied shipping 35, 064. 00 

[ of property, ballast, wharfage, light dues, 

jraph, etc 101,814.62 

358, 096. 22 

learnings 2,157,825.40 
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OperatiugexiieiLseson tbelstlimua $1,1^7,152.641 

Lost and danityied freight 7,486.26 ■ 

Drawback on Colombian ptoduw II, 965. 10 1 

New York oftUv exivenses 117, 662, 57 | 

Miscellaneous expenses in Sew York 48,224.04 

Total expenses - $1 , 232, 490. 6S 

],eaving net eaniiiiss H25, 3S4.77 

From wliich (leduct: 

Appropriation to ainking fund 75,000.00 

Subsidy to United State* of Colombia 35, 000. 00 

Redemption of anbeidy bonds 71 , 000. 00 

Interest on subeidy lionds 15.'!, .100. 00 

Interest on Bteriing tends 206, 885. OH 

.>il,185,« 

Surplus earnings 3S4, U9. 69 

Ernest U Oppbnhei.m, 

Sfcrflarji. 



Comparatiri: stat^iienf of eitndngt and expensef for the i/firn ISSS nnd 1SS9. 

Grose earnings, 1888 S3, 690, 659. 21 

Gross earnings, 1889 2, 157,826,40 

Decrease (41.53 pet cent).. 1,532,833.81 

Operating expenses, 1888 2, 059, Tl-tfi. 03 = 55.81 per pent of gross earuings 

Operating expenses, 1889 1,2:12,490.63 = 57.12 per .'ent of gross earn inRS. 

Itecrease (40.16 per cent) .. 827,245.40 

Set earnings, 1888 1 , 630, 923, 18 = 44. 19 per cent of gross earning!. 

Net earning,s, 1889 1)2.^, ;134. 77 = 42.88 per cent of gross eaminRS- 

Decrea-w 143.26 per cent).. 705,588.41 

Ernest 1,. Oitknhetm, 



rrHWKrir'H Mnteme)'t. 



Cash in l>aiik, New York 

Cash in bank, London 

Cash in liandsof agents 

Deposited with trust conipanief' 

Balance on deposit with comptrolliT Wtali- uf New ' 

Cncolleclei! earnings __ 

Felly ranli __ 

.Accrued interest on deposits 

Due from sinking fund 

Coal and supplies on hand 

[.'nit«i f-lalen of Colombia for advance of subsidy . . 



2,594.50 
8,079.42 
8, 232. m I 
O.OOO.W 

311, Bl 
8,289,41 

171. H, 
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CURRSNT LIABILITIES. 

iimus drafts 4 $68,513.81 

aoellaneous accounts unpaid 14, 357. 28 

apons not presented 1, 530. 00 

craed interest on bonds 69, 940. 69 

« United States of Colombia 18,750.00 

c per cent subsidy bonds 2,484,000.00 

$2, 657, 091 . 78 



Excess of assets 500, 157. 57 

irplus, December 31, 1888, as per balance 1, 400, 458. 19 

irplufi, December 31, 1889, as per balance 1,229,607.88 

Decrease of surplus 170, 850. 31 

The following dividends were paid during the year ending December 31, 1889: 
Wvidehd No. 105 paid March 6, 5 per cent. 
IHvidend No. 106, paid July 31, 4 per cent. 

Ernest L. Oppenheim, 

Treamrer. 

statement of bonded indebtedness and hinking fund. 

December 31, 1889. 

'he bonded indebtedness of the company consists of: 

"irst. 2, 989 seven per cent sterling bonds of £200 each, amounting to £597,800 
V 12,989,000), which were issued October 10, 1867, and fall due October 10, 1897. 
o meet this bonded indebtedness the company has the following sinking fund: 

Panama 7 per cent sterling bonds, valuation $219, 000. 00 

Panama 7 per cent subsidy bonds, valuation 472, 000. 00 

rix per cent railway mortgage bonds, cost 42, 233. 75 

733, 233. 75 
8 amount due Panama Railroad Company 7, 103. 58 

726, 130. 17 

econd. 2,484 six per cent gold sinking fund subsidy bonds of $1,000 each, amount- 
to $2,484,000, were issued November 1, 1880, and* fall due November 1, 1910. 
'o meet this bonded indebtedness, $225,000 annually of the Colombian Govem- 
nt subsidy was pledged till March, 27, 1908, the same to be applied by the com- 
ly, first, to the payment of the interest, and second, as a cumulative sinking fund, 
the redemption of the principal; the first 84 of outstanding bonds (which belong 
the company's sinking fund) to be first redeemed, exhausting the subsidy sinking 
id to November, 1890, and thereafter the bonds from 601 to 3,000, to be drawn 
urly in September to an amount equal to the then surplus of the subsidv sinking 
id, the drawn bonds to be paid on November 1 after each drawing, and thereby 
leeming the whole issue in 1908. 

Ernest L. Oppenheim, 

Secretary. 



[Extracts from report of the Panama Railroad Company for 1890.] 
Statement of 1 amings and expenditures for the year ending December 31, 1890. 

EARNINGS. 

Biiungs of the road: 
Aspinwall to Panama — 

From freight $955,683.49 

From treasure 2,425.74 

From mails 22,995.21 

From passengers 57, 350. 81 

11 , 038, 455. 25 
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Earnings of the road — Continued. 
Panama to Aspinwall — 

From freight $491,691.97 

From treasure 18, 796. 42 

From mails 3,472.29 

From passenger? 67, 237. 83 

$571, 19 

Miscellaneous receipts: 

Interest and exchange 6, 754. 08 

Lighterage 219,680.61 

Water supplied shipping 34, 927. 95 

Rental of property, oal last, wharfage, light dues, tele- 
graph, etc '...., 79,800.99 

340, 1( 

Total earnings 1, 949, 81 

EXPENDITURES. 

Operating expenses on the Isthmus 91 7, 954. 76 

Lost and damaged freight 7, 949. 38 

Drawback on Colombian produce 10, 634. 14 

New York office expenses 39,955.83 

Miscellaneous expenses m New York: I^gal expenses, 

judgments, agency charges, etc 61, 456. 36 

Total expenses 1, 037, 91 

Leaving net earnings 911, 8( 

From which deduct — 

Appropriation to sinking fund 100, 000. 00 

Subsidy to United States of Colombia 35, 000. 00 

Redemption of subsidy bonds 76, 000. 00 

Interest on subsidy bonds 149, 040. 00 

Interest on sterling 1x>nds 202, 953. 10 

562, 9^ 

Surplus earnings 348, 87 

E. A. Drake, Secretary pro te 

Comparative statement of earnings and expenses for the years 1889 and 1890. 

Gross earnings, 1889 $2,157,825.40 

Gross earnings, 1890 1,949,817.39 

Decrease (9.63 per cent) 208, 008. 01 

Operating expenses, 1889 1, 232, 490. 63=57. 12 per cent of gross earn: 

Operating expenses, 1890 1, 037, 950. 47=53.23 per cent of gross eami 

Decrease (15.78 per cent) 194, 540. 16 

Net earnings, 1889 925, 334. 77=42.88 per cent of gross eami 

Net earnings, 1890 911', 866. 92=46.76 per cent of gross eami 

Decrease (1.45 per cent) 13, 467. 85 • 

E. A. Drake, Secretary pro te\ 

Treasurer's statement. 

December 31, 18$ 
current assets. 

Cash in bank, New York $26, 82 

Cash in bank, London (£11,372 13s. lOd. at $4.85 the company's rate) . 55, 15 

Cash in hands of agents ^ 47, 82 

Deposited with trust companies 120, 00 

Uncollected earnings (partly estimated) 153, 95 

Petty cash .* 18 
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icnied interest on deposits $1 76. 71 

al and supplies on hand 197, 073. 04 

lited States of Colombia for advance of subsidy 2, 408, 000. OO 



3, 009, 196. 41 

CURRENT LIABILITIES. 

imus drafts $39,280.69 

cellaneous accounts unpaid 10, 984. 17 

ipons not presented 1, 440. 00 

rued interest on bonds 69, 180. 66 

! United States of Colombia 18, 760. 00 

per cent subsidy bonds 2,408,000.00 

to sinking fund 21,161.12 

2,568,796.64 

Excess of assets 440,399.77 

>lu8 December 31, 1890, as per balance 1,362.962.86 

>lus December 31, 1889, aa per balance 1,229,607.88 

Increase of surplus 133, 344. 98 

tie following dividends were paid during the year ending December 31, 1890: 
ividend No. 107, paid March 27, 3i per cent. 
ividend No. 108, paid December 16, IJ per cent. 

E. A. Drake, Treasurer pro tern,. 

statement of bonded indebtedness and sinking fund. 

December 31, 1890. 
"he bonded indebtedness of the company consists of: 

Irst. 2,989 seven per cent sterling bonds of £200 each, amounting to £597,800* 
f $2,989,000), which were issued October 10, 1867, and fall due October 10, 1897. 
o meet this bonded indebtedness the company has the following sinking fund: 

Panama 7 per cent general mortgage sterling bonds, valuation . . . $249, 000. 00 

Panama 6 per cent subsidy bonds, valuation 411, 000. 00 

» aix per cent railway bonds (50 first mortgage, 50 second mort- 

M^), cost 100,932.26 

rSve per cent railway consolidated mortgage bonds, cost 92, 520. 84 



t> 



853, 453. 09 
from Panama Railroad Company 21, 161. 12 



874, 614. 21 



„, jnd. 2,408 six iper cent gold sinking fund subsidy bonds of $1,000 each, amount- 
^to $2,408,000, were issued November 1, 1880, and fall due November 1, 1910. 
meet this bonded indebtedness $226,000 annually of the Colombian Govern- 
snb^dy was pledged till March 27, 1908, the same to be applied by the com- 
first to the payment of the interest, and second, as a cumulative sinking fund, 
le redemption of the principal; the first 8 numericallv of outstanding bonds- 
ib belong to the company's sinking fund) to be first redeemed, exhausting the 
ly sinking fund to November, 1890, and thereafter the bonds from 601 to 3,000 
urawn yearly in September to an amount equal to the then surplus of the sub- 
iking fund, the drawn bonds to be paid on November 1 after each drawing,. 
sreby redeeming the whole issue in 1908. 

E. A. Drake, Secretary pro tern. 



562, 8( 
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[ExtractM from report of the Panama Railroad Company for 1891.]. 
Statement of earnings and eurpenditures for the ye'ir ending December Sl^ 189 L 

BARNIN(tK. • 

EaminfCB of the road: 

Aspinwall to Panama — 

From freight $919,307.13 

From treasure 2,346.84 

From mails 23,681.62 

From passengers 62, 884. 03 

1998, 1( 

Panama to Aspinwall — 

From freight 481,832.87 

From treasure 14,731.31 

From mails 3,610.73 

From passengers 62, 694. 72 

Miscellaneous receipts: 

Interest and exchange 5, 833. 34 

Lighterage 1. 238,601.94 

Water supplied shipping 42, 665. 86 

Rental of property, ballast, wharfage, light, dues, 
telegraph, etc 83,073.38 

370, 0; 

Collections in excess of ** estimated " earnings for previous years 5, 8i 

Total earnings 1,937,0( 

EXPENDITURES. 

Operating expenses on the Isthmns 870,199.04 

Lost and damaged freight 7, 088. 38 

Drawback on (x)lombian produce 10, 773. 23 

New York office expenses 39, 391. 52 

Miscellaneous expenditures in New York; legal expenses, 

judgments, agency charges, etc 47, 316. 07 

Total expenses 974, 7' 

Lea vine net earnings 962, 2 

From which deduct: 

Appropriation to sinking fund 175, 000. 00 

Subsidy to United States of Colombia 35, 000. 00 

Redemption of subsidy bonds 81, 000. 00 

Interest on subsidy bonds 144, 480. 00 

Interest on sterling bonds 202, 953. 10 

638,^ 

Surplus earnings 323, i 

Ernest L. Oppenheim, Secrd 

Comparative statement of earnings and expenses for the years 1890 and 1891. 

Gross earnings, 1890 $1,949,817.39 

Gross earnings, 1891 1,937,002.17 

Decrease (0.65 per cent) 12, 815. 22 

Operating expenses, 1890 1, 037, 950. 47=53.23 per cent of gross ear 

Operating expenses, 1891 974, 768. 24=50.32 per cent of gross ear 

Decrease (6.08 per cent) 63. 182. 23 

Net earnings, 1890 911, 866. 92=46. 77 per cent of gross ean 

Net earnings, 1891 962, 233. 93=49.68 per cent of gross ean 

Increase ( 5.52 per cent) 50, 367. 01 

Ernest L. Oppenheim, Secrfi^ 
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Condensed balance sheet, December SI, 1891, 



A88BT8. 

St of road and equipment 99,885,820.78 

Al estate at Isthmus 268, 616. 74 

iterialon band 282,028.46 

icollected earnings (partly esti- 
mated) 127,118.48 

!Ooant8 receivable ,15, 609. 80 

nklngfund 1,108,564.68 

ish on hand in New York 176,978.88 

uh on hand In London 22,799.54 

ish on hand In Isthmus agency . . 20, 808. 81 

ccrued Interest on deposits 2, 816. 20 

dvance of subsidy to United States 

of Colombia 2,327,000.00 



14,181,686.27 
surplus December 81, 1891 1, 580, 694. 11 



LIABILITIES. 

Capital Stock r, 000,000. 00 

General mortgage 7 percent bonds. 2, 989, 000. 00 

Subsidy 6 per cent bonds 2, 327, 000. 00 

Fund for redemption of subsidy 

bonds 66, 570. 00 

Accrued Interest on bonds 68,870. 66 

Isthmus drafts unpresen ted 48,417.84 

Overdue coupons 1,200.00 

Unclaimed dividends 149. 00 

Balances due deceased or missing 

employees 894. 70 

Due aepartmcnt of Panama 18, 760. 00 

Due ,to connecting companies 21, 584. 19 

Accounts payable 6, 561. 98 

Due sinking fund 12,348.79 

Surplus December 81, 1890 1 , 362, 952. 86 

Addition to surplus for year 1891 . . . 217, 741. 25 

14,181,586.27 



Ernest L. Oppenhbim, Secretary. 



Treamrer^s statement. 

December 31, 1891. 
current assets. 

'ash in bank, New York $26, 965. 91 

'ash in bank, London (£4,700 ISs. 8d., at $4.85, the company's rate) . . 22, 799. 54 

'ash in bands of agents 20, 303. 81 

^posited with trust companies 150, 000. 00 

Uncollected earnings (partly estimated) 127, 118. 48 

etty cash 7. 47 

ccrued interest on deposits 2, 316. 20 

oal and supplies on hand 232, 023. 46 

nited States of Colombia for advance of subsidy 2, 327, 000. 00 

2, 908, 534. 87 

CURRENT LIABILITIES. 

thmus drafts $48, 417. 84 

iscellaneous accounts unpaid 18, 766. 52 

rapons not presented 1, 200. 00 

jcrued interest on bonds 68, 370. 66 

le United States of Colombia 18,750.00 

I per cent subsidy bonds 2, 327, 000. 00 

le to sinking fund 12,343.79 

2, 494, 847. 81 

Excess of assets 413, 687. 06 

rplus December 31, 1891, as per balance 1, 580, 694. 11 

rplus December 31, 1890, as per balance 1, 362, 952. 86 

Increase of surplus 217, 741. 25 

The following dividends were paid during the year ending December 31, 1891: 
Dividend No. 109, paid March 27, 2 per cent. 
Dividend No. 110, paid December 29, 3 per cent. 

Ernest L. Oppenheim, Treasurer. 
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I I h oinounling to ^W.BOD 

( I lii I fall due October 10, 18B7. 

I tlio followinjj; xinking fund: 

27S PaLiHLJiu, I jjtr luiil K*^iit^nil iimrl^faf.!: KLurliiiti buudn, valuation $273,000.00 

409 Panamas iwr tent subfidj Ixindw ^alua^lon 400,000.00 

100 sit i>er cent r,iil»a\ inortR^^ bonds cost lOl.OBO.IX) I 

J60 fi\e percent railway iuortKaKe1>ondH loat 2Hl,5fl7,09 I 

100 tuur iier tent railway moriKBgie liriiilw mat ai,fle3,76 

l,O«fl,210.t« 
Due from Panama Hailn>ad Company __ ]2,34S,7S 

1,108,5.54.63 

lHot$l OOOea.h ainnunl 



I I ^ tund luc 

iii\ -inking, rum I iiieilri«]i Imnilslobe 
ml tiitiel)\ mleiiiiiiiK tlie Hliole Mne 

hRNKsT L Oppk'shec'H Secretani 



|Ei!lnifil« tmta the Repiirt of ihe Pnnwna Rullroad CompBiiy tor 1892.] 
Sliilemeiit of enrnmgi mid fxjw.mlitiircx fur tfie year ending December 31, i 



l^'roin pasi^'njrers 50, 023. 21 

Panama to Aspinwall — 

From freight .';;i5, 600. 79 

From trtiiaiiiv ia,;!9a6fi 

Fmut mails _ 4,134.07 

From iMspcngers 54, 184, 32 

MiseellancdiiH rerciiitu: 

lntcn>Htiiii,i oxi'hiinse 4,276.47 

LiKlittniHe 2ia,e77. 73 

W'atiT supi>Iic(l Hliijiiiint; 44, 138. 06 

Rental ol property, ballasl., wliarfajKe, lij^lit clues, 
telegra]ih, < ' 



INVESTIGATION OF PANAMA EAILWAY COMPANY. 



226 



EXPENDITURES. 

)peratmg expenses on the Isthmus $848, 985. 33 

jost and damaged frei}?ht 9, 597. 46 

)rawback on Colombian produce 13, 326. 13 

^ew York office expenses 42, 461. 60 

tliscellaneous expenditures in New York: Legal expenses, 

judgments, agency charges, etc 33, 983. 87 

Total expenses ^ '. $948,354.39 

Leaving net earnings , 820, 390. 00 

From which deduct: 

Appropriation to sinking fund 175, 000. 00 

Subsidy to United States of Colombia 35, 000. 00 

Redemption of subsidy bonds 85, 000. 00 

Interest on subsidy bonds 139, 620. 00 

Interest on sterling bonds 202, 953. 10 

637, 573. 10 



Surplus earnings 182, 816. 90 

Ernest L. Oppenheim, 

Secretary. 

Comparative statement of earnings and expenses for the years 1891 and 1892. 

GroBs earnings, 1891 $1, 937, 002. 17 

Gross earnings, 1892 1, 768, 744. 39 



Decrease (8. 69 per cent) . . 



168, 257. 78 



Operating expenses, 1891 974, 768. 24=50. 32 per cent of gross earnings. 

Operating expenses, 1892 948, 354. 39=53. 61 per cent of gross earnings. 



Decrease (2. 70 per cent) 



26,413.85 



Net earnings, 1891 962, 233. 93=49. 68 per cent of gross earnings. 

Net earnings, 1892 820, 390. 00=46. 39 per cent of gross earnings. 

Decrease (14. 74 per cent) . . . 141, 843. 93 

Ernest L. Oppemheim, 

Sftcre^ry. 

Condlensed balance sheets December Sly 1892. 



AaSKTS. 

£o8t of road and equipment $10, 205, 320. 73 

Jeal estate at Isthmus 263,616.74 

Material on hand 180,288.91 

Uncollected earnings (partly esti- 
mated) 133,535.85 

Accounts receivable 17, 684. 58 

Joking fund 1,351,825.22 

?8li on hand in New York 162, 929. 34 

^h on hand In London 26,850.28 

jMh on hand in Isthmus agency . . 27, 114. 86 

jQe from Isthmus agency 8, 286. 93 

wneral European agents 516. 89 

Awrued interest on deposits 157. 49 

Advance of subsidy to United States 

ofColombia 2,242,000.00 

general mortgage 7 per cent ster- 

^ilnij bonds in treasury 651,000.00 

Doebyginldngfund 96,648.12 

15 366 775.94 

To surplus December 31, 1892 l! 736, 78l! 60 



LIABIUTIE8. 

Capital stock $7, 000, 000. 00 

Gen eral mortgage 7 per cent bonds. 4, 000, 000. 00 

Subsidy 6 per cent bonds 2, 242, 000. 00 

Fund for redemption of subsidy 

bonds ' 56,950.00 

Accrued interest on bonds .. 74, 515. 54 

Isthmus drafts unpresented . . . .* 39, 746. 13 

Overdue coupons 840. 00 

Unclaimed dividends 149. 00 

Balances due deceased or missing 

employees 894. 70 

Due aepartment of Panama 18, 750. 00 

Due Colombian Government 10, 000. 00 

Due connecting companies 2, 580. 92 

Accounts payable 2,939.16 

Bills payable 180,000.00 

Miscellaneous accounts unpaid 678. 89 

Surplus December 31, 1891 1, 580, 694. 11 

Addition to surplus for year 1892 . . . 156, 087. 49 

15,366,775.94 



I' 



PAN BY— OS- 



IS 



Ernest L. Oppenheim, 

Secretary. 
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TVedi^arer* s statement. 

December 31, 1892. 

ctrrent ahhet8. 

Cash in bank, New York $47,790.40 

Cash in bank, Jx)ndon (£5,329 198. Id. at $4.85, the company^s rate).. 25,850.28 

Cash in hands of agents 27, 681. 75 

Deposited with trust companies 116, 000. 00 

Uncollected earnings (partly estimated ) 133, 535. 85 

Petty cash 138.94 

Accrued interest on deposits 157. 49 

Coal and supplies on hand 180, 288. 91 

United States of Colombia for advance of subsidy 2, 242, 000. 00 

Sinking fund 96,648.12 

Due from Isthmus agency 8, 286. 93 



2, 877, 328. 67 



ri'RRENT LIABILITIES. 

Isthmus drafts $39,746.13 

Miscellaneous accounts unpaid 169, 508. 09 

Coupons not presented 840. 00 

Accrued interest on bopds 74, 515. 54 

Due department of Panama 18, 750. 00 

Due Government of Colombia 10, 000. 00 

Six per cent subsidy bonds 2,242,000.00 



2, 555, 359. 76 



Excess of assets 321, 968^ 

Surplus December 31, 1892, as per balance 1, 736, 781. 60 

Surplus December 31, 1891, as per balance 1,580,694.11 

Increase of surplus 156, 087. 49 

The following dividends were paid for the year ending December 31, 1892: 
Dividend No. Ill, paid March 28, 2 per cent. 
Dividend No. 112, paid January 3, 1893, 2 per cent. 

Ernest L. Oppenheim, 

Treasurer. 

statement op bonded indebtedness and sinking fund. 

December 31, 1892. 

The bonded indebtedness of the company consists of: 

First. 4,000 seven per cent sterling bonds of £200 each, amounting to £800,000 
(say, $4,000,000), of which 2,989 were issued October 10, 1867, and fall due October 
10, 1897. The remaining 1,011 were issued on the 10th of October, 1892, and fall due 
on the 10th of October, 1897, but by resolution of the board of directors the holder 
is given the option of having them extended for ten years, at 5 per cent per annum, 
to the 10th da/ of October, 1907, the company reserving to itself the right of redemp- 
tion at 105 and accrued interest of such extended bonds,, at any date subsequent to 
the 10th day of October, 1902. Of this latter issue 651 bonds are in the company's 
treasury. 

To meet this bonded indebtedness the company has the following sinking fund: 

633 Panama seven per cent general mortgage sterling bonds, valuation. $633, 000. J^ 

393 Panama six per cent subsidy bonds, valuation 393, 000. OO 

100 six per cent railway mortgage bonds, cost 101, 080.00 

270 five per cent railway mortgage bonds, cost 239, 829. o9 

100 four per cent railway mortgage bonds, cost 81, 6^. '^ 

1,448,473.^ J 
Due Panama Railroad Company 96, 648. 1* 

1,351,825.22 
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Second. 2,242 six per cent gold sinking fund subsidy bonds of $1,000 each, amount- 
ng to $2,242,000, were issued November 1, 1880, and fall due November 1, 1910. 

To meet this bonded indebtedness, $225,000 annually of the Colombian Govern- 
ment subsidy was pledged till March 27, 1908, the same to be applied by the com- 
pany, first, to the payment of the interest, and, second, as a cumulative sinking fund, 
(or the redemption of the principal; the bonds to be drawn yearly in September to 
an amount equal to the then surplus of the subsidy sinking fund, the drawn bonds 
to be paid on November 1 after each drawing, and thereby redeeming the whole 
issue in 1908. 

Ernest L. Oppenheim, 

Secretary. 



[Extracts from Report of the Panama Railroad Company for 1893.] 
Statement of earnings and expenditures for the year ending December 31, 1893. 

EARNINGS. 

Earnings of the road: 
Colon to Panama — 

From freight $553,665.89 

From treasure 2,543.83 

From mails 29,253.98 

From passengers 37, 470. 67 

$622,934.37 

Panama to Colon — 

From freight 368,799.81 

From treasure 14, 507. 31 

From mails 5, 337. 54 

From passengers 35, 433. 76 

424, 078. 42 

Miscellaneous receipts: 

Lighterage 219,067.31 

Water supplied shipping 44, 711. 15 

Rental of property, ballast, wharfage, light dues, 

telegraph, etc 103, 335. 47 

367, 113. 93 

Total earnings 1,414,126.72 

EXPENDITURES. 

Operating expenses on the Isthmus 783, 041. 24 

Lost and damaged freight 1, 859. 57 

^wback on Colombian produce 14, 351. 09 

New York office expenses 41, 854. 78 

Interest and exchange ^ 3, 889. 00 

Miscellaneous expenditures in New York : Legal expenses, 

judgments, agency charges, etc 71, 765. 70 

Total expenses 916,761.38 

Leaving net earnings 497, 365. 34 

Fiom which deduct: 

Expenses steamer Saturn, voyage to Panama 23, 775. 47 

Sufflidy to United States of Colombia 35,000.00 

Redemption of subsidy bonds 90, 000. 00 

Interest on subsidy bonds 133, 650. 00 

Interest on sterling bonds 233, 508. 10 

515, 933. 57 

Deficit 18,568.23 

E. A. Drake, Secretary, 
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Comparatv'f slatemeni of earnings and expenses for the years 1892 and 189S, 

Gross earnings, 1892 $1,768,744.39 

Gross earnings, 1893 1,414,126.72 

Decrease (20.04 per cent) . . . 354, 617. 67 

Operating expenses, 1892 948, 354. 39=50.32 per cent of gross earnings. 

Operating expenses, 1893 916, 761. 38=64.82 per cent of gross earnings. 

Decrease (3.33 per cent) 31, 593. 01 

Net earnings, 1892 820, 390. 00=49.68 per cent of gross earnings. 

Net earnings, 1893 497, J^65. 34=35. 18 per cent of gross earnings. 



Decrease (39.37 percent) 



323, 024. 66 



E. A. Drake, Secretarn. 



Condensed balance sheet, December SI, 189S. 



A88ET8. 

Cost of road and equipment $10, 215, 320. 73 

Real estate at Isthmus 263, 616. 74 

Material on hand 169, 322. 99 

Uncollected earnings (partly esti- 
mated) 80,967.67 

Accounts receivable 18, 648. 14 

Sinking fund 1,436,189.22 

Cash on hand in New York 177, 051. 32 

Cash on hand in London 22,888.24 

Cash on hand in Isthmus agency . . 30, 204. 73 

Due from Isthmus agency 4, 855. 81 

General European agents 2, 094. 35 

Accrued interest on deposits 1, 306. 94 

Advance of subsidy to United 

States of Colombia 2,152,000.00 

General mortgage 7 per cent ster- 
ling bonds in treasury 471,000.00 

Due by sinking fund 17, 284. 12 

Advances to Panama R. R. Com- 
pany's steamers 115, 131. 38 

15 177 882 38 

To surplus Dec. 31, 1893 l! 793! 35o! 42 



LIABILITIES. 

Capital stock $7,000,000.00 

General mortgage 7 per cent bonds . 4, 000, 000. 00 

Subsidy 6 per cent bonds. . . . .' 2, 152, 000. 00 

Fund for redemption of subsidy 

bonds 57,480.00 

Accrued interest on bonds 74, 768. 69 

iHthmus drafts unpresented 40, 549. 13 

Overdue coupons 1, 710.00 

Unclaimed dividends 149.00 

Balances due deceased or missing 

employees 894.70 

Due Department of Panama 18, 750. 00 

Due connecting companies 32, 613. 86 

Accounts payable 2, 441.24 

Miscellaneous accounts unpaid 3, 325. 34 

Corrected surplus, Dec. 81, 1892 1, 717, 564. 65 

Addition to surplus for year 1893 ... 75, 795. 77 



15,177,882.38 



E. A. Drake, Secretary. 



Treasiirer^s statement. 



CURRENT ASSETS. 



December 31, 1893. 



Cash in bank, New York $51,910.31 

Cash in bank, London (£4,719 19s. Id. at $4.85, the company's rate).. 22,888.24 

Cash in hands of agents 32,299.08 

Deposited with trust companies 125, 000. 00 

Uncollected earnings (partly estimated) 80,967.67 

Petty cash 141.01 

Accrued interest on deposits 1, 306. 94 

Coal and supplies on hand 169,322.9^ 

United States of Colombia for advance of subsidy 2, 152, 000. 00 

Sinking fund 17,284.12 

Due from Isthmus agency 23, 368.6^ 
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CURRENT LIABILITIES. 

[sthmus drafte j $40,549.13 

Miscellaneous accounts unpaid 21, 629. 58 

[k)upon8 not presented 1, 710. 00 

Accrued interest on bonds 74, 768. 69 

Due Department of Panama 18, 750. 00 

3ix per cent subsidy bonds 2,152,000.00 ' 

$2, 309, 407. 40 

Excess of assets 367,071.62 

Surplus December 31, 1893, as per balance 1, 793, 350. 42 

Corrected surplus December 31 , 1892, as per balance 1 , 717, 554. 65 

Increase of surplus 75, 795. 77 

Ernest L. Oppenheim, Treasvrer. 

Statement of bonded indebtedness and sinking fund, 

December 31, 1893. 

The bonded indebtedness of the company consists of: 

First. 4,000 seven per cent sterling bonds of £200 each, amounting to £800,000 
(say $4,000,000), of which 2,989 were issued October 10, 1867, and fall due October 10, 
1897. The remaining 1,011 were issued on the 10th of October, 1892, and fall due 
pn the 10th of October, 1897, but by resolution of the board of directors the holder 
is given the option of having them extended for ten years, at 5 per cent per annum, 
to the 10th day of October, 1907; the company reserving to itself the right of redemp- 
tion at 1905 and accrued interest of such extended bonds at any date subsequent to 
the 10th day of October, 1902. Of this latter issue 471 bonds are in the company's 
treasury. 

To meet this bonded indebtedness the company has the following^ sinking fund: 

8fi3 Panama seven per cent general mortgage sterling bonds, valuation . $663, 000. 00 

368 Panama six per cent sumidy bonds, valuation 368, 000. 00 

100 six per cent railway mortgage bonds, eost 101, 080. 00 

270 five per cent railway mor^g^e bonds, cost 239, 829. 59 

100 four per cent railway mortage bonds, cost 81, 563. 75 

1,453,' 473. 34 
Due Panama Railroad Company 17, 284. 12 

1, 436, 189. 22 

Second. 2,152 six per cent gold sinking fund subsidy bonds of $1,000 each, amount- 
ing to $2,152,000, were issued November 1, 1880, and fall due November 1, 1910. 

To meet this bonded indebtedness $225,000 annually of the Colombian Govern- 
ment subsidy was pledged till March 27, 1908, the same to be applied by the com- 
pany, first, to the payment of the interest, and second, as a cummulative sinking fund 
for the redemption of the principal; the bonds to be drawn yearly in September to 
an amount equal to the then surplus of the subsidy sinking fund, the drawn bonds 
to be paid on November 1 after each drawing, and therebv redeeming the whole 
issue in 1908. 

Ernest L. Oppenheim, Treasurer. 



[Extracts from Report of the Panama Railroad Company for 1894.] 
Statement of earnings and expenditures for the year ending Derenibei' Sly 1894. 

EARNINGS. 

^^ings of the road: 
Colon to Panama — 

From freight ^574, 807. 91 

From treasure 6, 516. 62 

From mails 29, 648. 58 

From passengers 31, 431. 54 

$642,404.60 
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Earnings of the road — Continued. 
Panama to Colon — 

From freight $370,582.42 

From treasure 10,801.56 

From mails 4,835.30 

From pasHengers 27, 909. 89 



MiscellaneouH receipts : 

Interest and exchange 1, 510. 41 

Lighterage 213,590.41 

Water supplieil shipping 42, 365. 38 

Rental of property, ballast, wharfage, light dues, tele- 
graph, etc *. 62,285.77 



$414, 129. 17 



319,751.97 



Total earnings 1,376,285.74 



EXPENDITlREfi. 

Operating expenses on the Isthmus 631, 986. 30 

Lost and damaged freight 2, 657. 94 

Drawback on Colombian produce 16, 716. 52 

New York office expenses 44, 179. 37 

Miscellaneous expenditures in New York 18, 206. 91 

Legal expenses and judgments 24, 240. 06 

Agency charges 7, 105. 94 



Total expenses 745,093.04 



Leaving net earnings 

From which deduct: 

Subsidy to Republic of Colombia 35,000.00 

Redemption of subsidj' bonds 97, 000. 00 

Interest on subsidy bonds 129, 120. 00 

Interest on sterling bonds 239, 619. 10 



631, 192. 70 



500, 739. 10 



Surplus 



130,453.1 

E. A. Drake, Secretapj. 



Comparative statement of earnings and expenses for the years 1893 and 1894- 

Gross eammgs, 1893 $1, 414, 126. 72 

Gross earnings, 1894 1 , 376, 285. 74 



Decrease (2.67 per cent) . . . 



37, 840. 98 



Operating expenses, 1893 $916, 761. 38=64. 82 per cent of gross earnings. 

Operating expenses, 1 894 745, 093. 04=54. 14 per cent of gross earnings. 



Decrease (18.72 per cent) 



Net earnings, 1893 
Net earnings, 1894 



171,668.34 



Increase (26.91 per cent) 



$497, 365. 34=35. 18 per cent of gross earnings- 
631, 192. 70=45. 86 per cent of gross earnings. 



133,827.36 



E. A. Drake, Secret<iry' 
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Condensed balance sheets December Sl^ 1894* 



ASSETS. 

)6t of road and equipment 910, 225, 320. 73 

eal estate atlsthmus 263,616.74 

aterial on hand 117, 801. 64 

Dcollected earnings (partly esti- 
mated) 105, 246. 78 

ceounts receivable 95, 372. 02 

nkingfund 1,614,821.58 

ifih on hand in New York 1 88, 975. 82 

uh on hand in London 28,458.57 

uh on hand in Isthmus agency . . 11 , 479. 83 

ue from Isthmus agency 23, 177. 24 

3neral European agents 3. 838. 39 

jneral agents, New York 1 , 190. 88 

3neral agents, San Franciseo .... 177. 06 

ccrued interest on deposits 1 , 261 . 09 

ivance of subsidy to Republic of 

Colom bia 2 , 055, 000. 00 

meral mortgage 7 per cent ster- 
ling bonds in Treasury 471.000.00 

ivances to Panama Railroad Com- 

pany'sflteamers 211, 229. 62 

15,317,965.84 

) surplus December 4. 1894 1, 885, 176. 69 



UABILITIE8. 

Capital stock $7, 000, 000. 00 

General mortgage bonds 4,000,000.00 

Subsidy 6 per cent bonds 2,055,000.00 

Fund for redemption of subsidy 

bonds 56, 810. 00 

Accrued Interest on bonds 73, 798. 69 

Isthmus drafts unpresented 31 , 868. 73 

Overdue coupons 3, 300. 00 

Unclaimed dividends 149. 00 

Balances due deceased or missing 

employees 894. 70 

Due aepartment of Panama 18, 760. 00 

Due connecting companies 26, 208. 90 

Accounts payable 702. ¥) 

Miscellaneous accounts unpaid 6, 914. 24 

Due sinking fund 158,911. 99 

Ck)rrected surplus, December 31, 

1893 1 797 884. 04 

Addition to surplus "for year YsiM . . ' 87* 292. 66 



15,317,965.34 



E. A. Drake, Secretary. 



Treasurer' ii statement. 

December 31, 1894. 
current assets. 

ash in bank, New York $63, 795. 96 

ash in bank, London (£5,867 148. lid. at $4.85, the company's rate) . 28, 458. 57 

ash in hands of agents 16, 685. 16 

eposited with trust companies 125, 000. 00 

ncollected earnings (partly estimated) 105, 245. 73 

3ttycaeh • 179.36 

ccrued interest on deposit 1, 261. 09 

3al and supplies on hand 117, 801. 54 

epublic of Colombia for advance of subsidy 2, 055, 000. 00 

iscellaneous accounts uncollected 60, 507. 78 

ue from Isthmus agency 23, 177. 24 

2, 597, 112. 43 

CURRENT LIABILITIES. 

thmus drafts $31 , 853. 73 

nking fund t 158, 911. 99 

)upon8 not presented ! 3, 300. 00 

ccrued interest on bonds 73, 798. 69 

ue department of Panama 18, 750. 00 

X per cent subsidy bonds 2, 055, 000. 00 

2, 341, 614. 41 

Excess of assets 255, 498. 02 

irplus December 31, 1894, as per balance 1, 885, 176. 69 

irrected surplus December 31 , 1 893, as per balance 1 , 797, 884. 04 

Increase of surplus 87, 292. 65 



Ernest L. Oppenheim, Treasurer. 
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December 31, \)iU. 

The bonded indebtoiness of the ooiiipany consists of: 

First. 4,000 seven per cent sterling bonds of £200 each, aaiouDting to £800,000 (sav 
$4,000,000), of which 2,989 were iBSued October 10, 1867, and tall due Ocluber 10, 
1897. The remaining 1,011 were issued on the 10th of Ocloljer,_ 1H92, and taU due on 
the 10th of October, 1897, but by resolution of the board of directors the holder ia 
given the option of having them extended for ten years, at 5 per cent per annam, lo 
the lOtli day of October, 1907, the company reserving to itself the right of redemp- 
tion at 105 and accrued interest of such extended 1>onds at any date subsequent to 
the 10th day of October, 1902. Of this latter ieaue 471 bonds are in the compan^'a 
treasury. 

To meet this bonded indebtedness the company has the following sinking land: 
683 Panama seven per cent general mortgage sterling bonds, valuation. $683,000.00 

352 Panama six per cent Hubsidy bonds, valuation 352,000.00 

100 six per cent rwtway mortgage bonds, cost 101, 080. 00 

270 five p<*rcent railway mortgage bonds, cost __ 239,829.59 

1,355,909.59 
Due by Panama Railroad Company - 158, 911. BB 

i,5U,821.S8 

Secoml 2 055 mx per cent trtM mnkins fund subsidy bonds of $1,000 each, amnnDl- 
ingtot2ai'i()IKl u,r i--u i \ spinier I JilSO and fall due November 1, IfllO. 

To meet t) 1 1100 annually of the Colombian Goi-em- 

ment atib" 1 1 'OH the sauie to be applied by the com- 

pany first ind second, as a cumulative sinkii^ fond, 

lor the redeii l n ia to be drawn yearly in Septemberto 

an amount ei|uil i tl ti rj In* i tin subsidy sinking fund, the drawn bonds 

to be paid in \o\ember 1 aJlrr eaili drawing and therebv redeeming the ivholf 
issue in lOOH 

Ernest L. Oppbnhbui, Trenmrer. 



New York, March So. 
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Statement of earnings and expenditures — Continued. 




BAKNiNOS— continued . 



30U8 receipts: 

St and exchange. . . 

jraye 

supplied shipping. 

I or property 

t 



age and light dues 

aph 

items 



1 earnings 

EXPENDITURES. 

cpenses 

and South American agency I 

s ' 

lamaged freight ' 

on Colombian produce 



>f Colombia, for nonextension \ 



expenses .on the Isthmus: 

ntendence 

cting transportation 

r department 

trage 

'es 

state 

■s, Colon buildings 

station 

La station 

3nance of way 

aph 

1 waterworks 

t on stores 



to steamers: 

bian Line 

La Line ' 

IT Saturn, voyage San Fran- 
> to New York 



,036.53 

9,518.30 

51,236.67 

22,742.06 

92.91 

16,441.75 

3,077.40 

659.36 



394,804.98 



1894. 



$12,962.59 

213,590.41 

42,365.38 

19,190.77 



14,624.00 

3,821.67 

777.03 



306,821.85 



1,706,440.64 I 1,363,355.62 



97,978.69 

7,129.65 ' 

4,891.33 I 

16,750.19 ; 

10,000.00 

62,422.21 ! 
157,688.94 

6,655.68 
114,655.72 
54,543.36 , 
10,231.92 ' 
45,409.01 
57,485.09 
91,397.15 
53,888.02 

1,713.65 
33,424.77 

8,554.00 



819,819.28 



62,790.75 
239.697.95 

31,269.71 



333,758.41 



1 operating expenses > 1 , 163, 677. 69 

)ver operating expenses 562, 862. 95 



;ed charges: 

y to Republic of Colombia 

Lption of subsidy bonds 

?t on subsidy bonds 

st on sterling bonds 



)ver fixed charges . 
rges over earnings 



25,000.00 
102,000.00 
123.300.00 
239,619.10 



489,919.10 



62,943.86 



86,626.34 

7,106.94 

2,657.94 

16,716.62 

10,000.00 

57,389.74- 
148,966.21 
15,567.26 
90,841.47 
33,377.32 

9,808.70 
30,210.21 
52,639.73 
80, 377. 66 
64,846.76 

2,048.17 
29»450.26 

3,632.70 



742,162.92 



43,665.52 
167,664.10 



211,229.62 



953,392.54 
409,963.08 



25,000.00 

97,000.00 

129, 120. 00 

239,619.10 



490, 739. 10 



80,776.02 I 



Increase. 



18,083.94 

66,927.89 

8,87L29 

3,551.29 

92.91 

1,817.75 



87,983.13 



348,085.02 



Decrease. 



11,352.36 

23.61 

2,233.39 

33.67 



8,722.73 



23,814.26 
21,166.04 
423.22 
16,198.80 
4,846.36 
11,019.49 



3,974.52 i.. 
21.30 . 



77,656.36 



19,225.23 
72,033.85 

31,269.71 



122,528.79 



200,185.15 ;. 
142,899.87 '. 



S244.27 
117.67 



4,967.63 
'8,'9ii*68 



10,958.74 
334.52 



5,000.00 1 




5.820.00 










820.00 






143.719.87 ' 





ired with those of the preceding year, the total gross earnings for 1895 
i $343,085.02, or 25.16 i>er cent, and the operating expenses, $200,185.15, or 
;nt, making an increase in net earnings of $142,899.87. 

crease in gross earnings is very gratifying. It was general upon all classes 
igs, but bore more especially upon freight traflSc and lighterage. The 

from freight traffic was $237,529.95, or 25.12 per cent; from lighterage, 
J9, or 30.87 per cent; in earnings from passenger traffic, $13,096.35 or 22.07 
; in earnings from interest and exchange, $8,083.94, or 62.41 per cent; in 

from water supplied shipping, $8,871.20, or 20.94 per cent; in earnings from 

property, $3,551.29, or 18.50 per cent 



234 INVESTIGATION OF PANAMA RAILWAY COMPANY. 



FREIGHT TRAFFIC. 



The following table will show comparatively the freight transported over the 
Panama Railroad during the years 1895 and 1894: 



f 



Years ending December 31— 



1895. 



1894. ' Increase. 



Tunw carried west bound: 

Local I 16,998 1 15,660 8.51 

From Europe to all destinations , 81,686 1 62,586; 80.62 

Yo 



PereenL 

8. SI 

80.62 

From New York to all destinations | 51,808! 42,885 19.64 



Total 149,987 121,061 { 23.87 

1"^^^^^^^^^^^^ ^^^^^SSES^^^ST ^^^^Z^Zm^Sv 

Tons carried east bound: ' 

Local ; 4,881' 2,795 54.96 

From all destinations to Europe I 69,005 | 60,824' 18.45 

Fromalldestinations toNew York 47,740 i 31,976 1 49.36 



Total I 121.076 1 95,595 26.65 



Total east bound and west bound j 271,068 216,676 25.10 



Compared with the freight business for 1894, the number of tons moved in 1896 
shows an increase of 54,387, or 25.10 per cent, and the freight earnings an increase 
of $237,529.95, or 25.12 per cent. 

Of the total tonnage. moved, 55.33 per cent was west-bound traffic, and 44.67 per 
cent east-bound traffic. 

The through traffic amounted to 92.13 per cent of the total number of tons moved. 

Table B. — Treatturer^s statement. 

December 31, 1895. 
current assets. 

Cash in banks, New York $77,782.87 

Cash in banks, London (£7,935 2s. lOd. at $4.85, company's rate) 38,485.44 

Cash in hands of agents 22, 475. 27 

Petty cash 118.20 

Deposited with trust companies 85, 000. 00 

Uncollected earnings (partly estimated ) 84, 581. 31 

Coal and supplies on hand .- 141, 597. 97 

Accrued interest on deposits ...v i 108. 06 

Accounts receivable 127, 608. 58 

Advance of subsidy to Republic of Colombia 1, 953, 000. OQ ^ 

2,530,757.70 

CURRENT LIABILITIES. 

Isthmus drafts not presented $30, 770. 75 

Coupjons not presented 3, 945. 80 

Subsidy bonds not presented 3, 000. 00 

Accrued interest on bonds 72, 778. 69 

Miscellaneous accounts unadjusted 57, 872. 42 

Due connecting companies 37, 082. 66 

Due department of Panama 21, 875. 00 

Due sinking fund 374, 737. 59 

Six per cent subsidy bonds 1, 953, 000. 00 

2, 555, 062.91 

I " 

Excess of liabilities 24,305.21 

IT 

Corrected surplus December 31 , 1894, as per balance 1, 884, 158. 41 

Surplus December 31, 1895, as per balance ,. : . 1, 644, 14^.4? 

Decrease of surplus 240,012.94 

S. Dbming, Trecawer. 
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Table C. — Statement of bonded mdebtednetw and sinking fund. 

Dec^ember 31, 1895. 

The bonded indebtedness of the company consists of: 

First. 4,000 seven per cent sterling bonds of £200 each, amounting to £800,000 
(say $4,000,000), of which $2,989 were issued C)ctol)er 10, 1867, and fall due October 
10, 1897. The remaining 1,011 were issued on the 10th of Ocrtolier, 1892, and fall 
due on the 10th of October, 1897, but by resolution of the board of directors the 
holder is given the option of having them extended for ten years, at 5 per c^nt per 
annum, to the 10th day of October, 1907, the company reserving to itself the right 
of redemption at 105 and accrued interest of such extended bonds at any date suMe- 
quent to the 10th day of October, 1902. Of this latter issue 471 bonas are in the 
company's treasury. 

To meet this bonded indebtedness the company has the following sinking fund: 

093 Panama seven per cent general mortgage sterling bonds, valuation . . $693, 000. 00 

826 Panama six per cent subsidy bonds, valuation 326, 000. 00 

100 six per cent railway mortgage bonds, cost 101, 080. 00 

120 five per cent railway mortgage bonds, cost 109, 120. 84 

1,229,200.84 
Due by Panama Railroad Company 374, 737. 59 

1, eas, 938. 43 

Second. 1,953 six per cent gold sinking fund subsidy bonds of $1,000 each, amount- 
ing to $1,953,000, issued November 1, 1880, fall due November 1, 1910. 

To meet this bonded indebtedness, $225,000 annually of the Colombian Govern- 
ment subsidy was pledged till March 27, 1908, the same to be applied by the com- 
pany, first, to the payment of the interest, and second, as a cumulative sinking fund, 
lorthe redemption of the principal; the l)onds to be drawn yearly in September to 
an amount equal to the then surplus of the subsidy sinking fund, the drawn bonds 
to be paid on November 1 after each drawing, and thereby redeeming the whole 
iffiueinl908. 

S. Deming, Treamrer. 



[Extracts from the forty-sfventh annual report of the Panama Ilailroad Company.] 

New York, March ^6, 1897, 

lb ihe Stockholders of the Panama Railroad Company. 

, Gkntlkmbn: I now submit for your consideration the report of the vice-president 

>. ind general manager, with accompanying statements of earnings and expenditures 

■ for the calendar year 1896, accompanied by the treasurer's condensed balance sheet. 

Despite the feet that the tendencv of all transportation rates for the past twelve 

months has been downward, and that the earnings from tratfic of all kmds moved 

over our route show a loss of $110,061.36, the company, owing to very important 

wductions in the cost of operation of the railroad and of the comnany's steamship 

line, and to the owning and operation of steamers between New York and Colon, 

hag been able to more tnan counterbalance all unfavorable influences. The result of 

fifteen months' operation of the contract of December 16, 1895, with the Pacific Mail 

Steamship Company entirely supports the estimate made of its value to the company. 

The effort previously made to establish a so-called Government telegraph line 

•cross the Isthmus was revived during the year, and has been met by a vigorous 

protest to the Colombian Government by the (jompany, and has accordingly been 

Upended. 

A law department has been created and the entire legal affairs of the company 
j^aced in the hands of eminent counsel. 

All of the company's oflScers and employees who are r(»8i)on8ible for the safe 
widling of its funds have been bonded in a responsible surety company in New 
*ork. 

The thirty year 7 per cent sterling mortgage bonds of the company, originallv 
msofid to the amount of £1,000,000 ($5,000,000), mature on October 10, 1897. 

Although Uiere was no sinking fund obligation which required it so to do, the 
^HMDpany from motives of prudence voluntarily set aside surplus earnings, from time 
to time, for the purpose of meeting the bonds at maturity, and has thus voluntarily 
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reduced the balance, for which i)rovi8ion is to be made, to the comparatively small 
sum of £587,(K)0, an will be seen from the following statement, viz: 

Original Hterling lx)nd issue £1,000,000 

Bonds of this issue heretofore redeemefi or now in the hands 
of the company, acquired from time to time and ready for 
cancellation 462, 400 



637,600 
For the retirement of which the company holds United States 
Government bonds and other securities set aside from time 
to time for this purpose in its voluntary sinking fund 187, 800 

Balance December 31, 1896 £1^9,800 

To which will also be applicable: 
Interest to accrue on btrnds in voluntary sinking fund to October 10, 1897, 
and estimated net earnings to July 1, 1897, amounting to 50, 400 

Leaving to l)e provided for at maturity of l)onds (after application 
of foregoing ) 299, 400 

There are but 2,68K of these bonds now in the hands of the public. 

For the purpose of meeting said balance of £299,400, and of making prudent pro- 
vision for tne present improvements of terminals and service, as well as for the future 
development and requirements of the company, a new issue of twenty year ^J first 
mortgage sinking fund gold bonds will be made by the company for the present 
amount of $2,000,000, but limited in the aggre^te to $4,000,000, and reduced in 
interest rate to 4| per cent per annum. By this reduction in the principal, and 
also in the rate of mterest, tne com{)any has redu(;ed its annual flxea charge over 
$100,000. 

From the sale of $2,000,000 of the new 4J first mortgage sinking fund gold bonds 
about to be issued, and with its voluntary cash fund the company will have suflScient 
to retire the outstanding sterling mortgage bonds at maturity and leave a surplus of 
half a million. 

This new mortgage will constitute the only mortgage indebtedness of the company. 

The company has outstanding $1,846,000 subsidy sinking fund bonds, nnally 
maturing Noveml)er 1, 1910, before which time, however, they will have been retireo. 

These last-mentioned l)onds are not secured by a mortgage, and do not represent any ] 
increased indebtedness. They were originally $3,000, (TOO, and were merely issued in 
the year 1880, at the request of the Colombian (xovernment, to capitalize for the 
Government for twenty-seven years (and put in the form of negotiable bonds for the 
utilization of the Government) the annual subsidy of $225,000 provided for by the 
concessions. The company draws and pays annually an amount of these Donds 
which, with the interest on the whole outstanding issue, equals the cash subsidy of 
$225,000, which it would otherwise pay directly to tlie Government; but this doeB 
not involve any interest charge or additional payment, indebtedness, or burden upon 
this company. The original issue was $3,000,000, but by annual drawmgs, as indi- 
cated, the company has paid and cancelled $1,154,000. The interest paymenfis 
made by the company out of the $225,000 due the Government, and bonds are then 
drawn annually for tfie difference up to the $225,000, and in this way the issue will 
be annually reduced and retired before maturity, wiien the payment of the annual 
subsidy direct to the Government will be again renewed. 

The fixed charges of the company are only the fixed annual concessionary charge, 
$250,000, and interest on the present issue of bonds. 

To meet the requirements of the drveloping traffic of the Pacific coast with the 
United States and Kurope, and to abolish the system of lighterage service in the bay 
of Panama which has prevailed for nearly fifty years, and to introduce the moi 
improved methods of loading, unloading, and handling trafiic, the company has 
contracted for the (ronstrnction of a great pier, harbor, and other like improvements 
and facililies in the bay of Panama, permitting the loading and unloading of cargoee 
directlv from vessel to cars. These improvements are now under way and will cost 
about $1,000,000. 

The large savings in exi)enses of operation of direct shipment over the lighterage 
(involving double handling of cargoes) is self-evident; while the increase in busineflB 
ironi the shortening of the voyage at least seven days, freedom from delays, inter- 
ruptions and accidents, and general facilitation of business, give assurance that the 
annual cash results from these im])rovements will be far in excess of the annual 
interest charge rei)reHented thereby. 
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Additions to the company's fleet of steamers, the establishment of grain elevators 
and warehouses on the Isthmus, and other equally important improvements are also 
contemplated in the early future. These latter additions and improvements will 
involve an expenditure during the next few years of alx)ut $700,000. 

Although the company does not design the insue at present of more than $2,000,000 
of said bonds, provision for the future in the completion of the remunerative im- 
provements above suggested, and others contemplated, have made it prudent to 
provide for an ultimate issue in the future to the aggregate amount of $4,000,000, but 
under very strict conditions upon further issues to insure the security and protection 
both of the bondholders and the company. 

The railroad and its equipment, as well as the steamships, tugs, lighters, and other 
property of the company, have been brought to a high state of efficiency. 

While thus presenting the record of the year just closed, a few observations of a 
general nature may be useful. 

The concessions from the United States of Colombia, granted originally in 1850, 
run to A. D. 1966, and have continued for forty-seven years unimpeached and 
unquestioned. They are of great value and represent as well a large cash investment 
folly discharged, and leaving payable only the annual subsidy of $250,000. By the 
terms of its concession all property of the company is entirely exempt from taxation, 
and the value of this will be appreciated. 

The corporation exists under perpetual and special charter granted by the legis- 
lature of the State of New York April 7, 1849, and covers powers to operate steam- 
ship as well as railroad lines under these concessions and otherwise. 

The net earnings of the company for the past five years have average<l $614,781.69 
per annum. The net earnings for the past year are $1,035,303.63. The years of 
1893, 1894, and 1895 were the years of aggressive competition by this company to 
secure and establish the firm position it attained in 1895. 

During the ten years prior to 1893 the com pan v paid to its stockholders an average 
of 7.2 per cent per annum in dividends, but for the past four years has found it more 
advantageous (under the liberal encouragement of its stockholders) to apply the net 
earnings to the purchase of three large steamers, and otherwise for the improvement 
and protection of its increasing transportation interests. The year that has just 
dosea shows 7 per cent net earned on the $7,000,000 of stock after payment of every- 
thing due, which will not be distributed to stockholders. 

The results of operation during the past four years have been of especial value and 
interest to security holders. 

On the AUxirUw side, — The company has completely established its supremacy. It 
established its own steamship line between New York and the Isthmus of Panama, and 
this is now the only line between said points. The company owns and has fully paid 
iDrthe three steamers in question, aggregating 8,193 tons burthen, and operating in 
odd regular service. 

It has strengthened its connections and traffic arrangements with steamship lines 
nmning between Colon and the principal ports of Great Britain, France, Belgium, 
Germany, Spain, and Italy, thus connecting all European points, most of which it 
bas held for over thirty years. 

On the Pacific side.— it has secured its liberty after next year from the restrictive 
eimtract made in 1872, excluding it from Central America. That most profitable 
country thus will a^n opened to the company after 1898. 

It has established contracts which secure regular and effective service and connec- i 
tions between Panama and the western coast of the continent north to San Francisco 
and south to Valparaiso, Chile. ^ 

It is gratifying to contemplate that your company has continued without cessation 
or financial default for a single moment for the almost half century of its existence. 

I respectfully refer you to the accompanying reports for further particulars. 

Respectfully submitted. 

J. Edward Simmons, Preddent. 



Panama Railroad Company, 

New Yorkj March 24, 1897. 
2b the President of the Panama Railroad Companii. 

Sib; I respectfully submit the following report of the business and operation of the 
Company for the year ending December 31, 1896, and of the condition of its property 
^d finances at the close of the year. 
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Statement of earnings and e^rpenditures — Continued. 



1896. 



1895. 



Increase. Decrease. 



BXPENDITUREB— continued. I 

rating expeuHes of Hteamtthip lines.— Cont'd. 

Temporary Paeiflc Line- 
Steamer expenses >24, 440. 07 

Agency expenses 3, 055. 67 

Steamer Satam, voyage San Francisco | 
to New York , 



$491,259.67 
41,287.60 

31,269.71 



27,495.74 ' 563,816.98 



Total for steamship lines 

Joint railroad and steamship expenses- 
General expenses 

Foreign agency expenses 

LoAses on cargo 

Drawback on Colombian produce 

Republic of Colombia for nonextension 

of road 

Lighterage 

Docks and wharves 

Real estate 

Repairs Colon buildings 

Taboga waterworks 



496,665.86 1,067,360.95 



102,578.68 

15,807.49 

6,553.63 

13,643.78 

10,000.00 

116,863.18 

45,849.50 

12, 602. 53 



33,375.06 



97,978.69 
7,1*29.56 
4,891.38 

16, 750. 19 

10, 000. 00 
114,665.72 
54,543.36 
10,231.92 
45,409.01 
33,424.77 



a'i6,773.84 395,014.54 



Total expenditures 

Earnings over operating expenses 



Deduct fixed charges- 
Subsidy to Republic of Colombia 
Redemption of subsidy bonds . . . 

Interest on subsidy bonds 

Interest on sterling bonds 



Net income 



1,235,837.88 1,887,180.23 



1,035, .303. 63 552,862.95 



25,000.00 25,000.00 

107,820.00 102,000.00 

117,180.00, 123,800.00 

239,619.10* 239,619.10 



489,619.10 489,919.10 



545,684.53 



62,943.85 



9466,819.60 
38.231.98 

31,269.71 

636,321.24 

570.696.09 



94.599.99 . 
8,177.94 I, 
1,662.80 '. 



2,207.46 
' 2," 370.' 61 ' 



482,440.68 



5,820.00 



482,740.68 



3,106.41 



8,693.86 



45, 409. 01 
49.72 



38,240.70 



661,342.35 



6,120.00 



800.00 



Jompared with those of the precedinpj year, the total gross earnings for 1896 show 
ecrease of $168,901.67, or 6.92 per cent, and the operating expenses a decrease of 
1,342.35, or 34.51 per cent, making an increase in net earnings of $482,440.68, or 
26 per cent. 

'aking into consideration the severe business depression which prevailed during 
iTge portion of the year, the poor coffee crop in Central America, and the strong 
ipetition between transportation interests, these results may be considered very 
aSfactory. 

Earnings. 

railroad. 

he decrease in total earningH of the railroad was $110,061.36, or 8.39 percent, 
1 results entirely from freight. There are increases on all other classes of earning, 
he following table will snow, comparatively, the freight tonnage over the rail- 
i during the years 1896 and 1895: 



I Year end-| Year end- 1 
inir pe- ing pe- 1 1„„^^^^ 



cember 
31,1896. 



I Ibrw. 

abound 180,476 

bound ' 98,721 



Total 



279,197 



cember 
31, 1895. 

Tons. 
149,987 
121,076 

271,063 



Per cent. 
20.38 



8.00 



Decrease. 



Per cent. 
18.46 
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The groBB eftmings per ton moved on the road compare as follows: 



Average 

It will be seen by Table No. 1 that the decrease on freight tonn^e bears more 
particularly on tbu business between the two coasts of the United States; tfais impor- 
tant decrease is due to the depression already referred to. 

The decrease from the west coast of America to Europe was more especially cauwd 
by a lai^ely reduced coffee crop in Central America in 18i)6, 

As will be ^een by the following statement the east'bound traffic has falleti off or 
almost all classes of freight: 



Prod..^ofa«, 
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MS been more active than in 18fl5,.« 
I r«een Colon and Panama. ^, 

^'.<~i, the latal tonnage moved over the row 
IT :i per cent, and the freight eaminp* 
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Throagh traffic amounted to 83.57 per cent of the total number of tons moved. 
In 1896 there was an increase of earning of $2,107.56, or 11.15 per cent on treasure, 
and of $4,323.79, or 11.57 per cent on mails. 
Paasenger earnings and passengers carried were as follows: 



Cloasiflcation. 



Passengers carried. 



Passenger earnings. 



First class. . . 
Second class 

Total.. 




1895. I Increase. 



1896. 



I 



1896. 



Increase. 



Percent. 
5.283 I 19.12 , $35,860.15 
57,806 I 68.60 59,378.67 i 



63,089 



64.46 



129,949.90 

42,487.88 



94,738.82 i 72,487.78 



Per cent. 
18.06 
39.75 

80.78 



Average receipt per passenger. 



Classification. 



First class: 
Through 
Local ... 

Second class: 
Through 
Local ... 



1896. 



1895. 



Increase. 



Decrease. 



98.73 : 
2.69 I 

4.18 
.52 



$8.73 
2.55 

4.49 
.59 



Per cent, i Per cent. 



5.49 



6.90 
U.86 



The increase of 40,668, or 64.46 per cent, in number of passengers carried, and of 
122,301.04, or 30.78 per cent, in earnings is due chiefly to local passengers. 

First-class passengers carried increased 19.12 per cent in numbers and 18.06 per 
cent in earnings. 

Second-class passengers carried increased 68.60 per cent in numbers and 39.75 per 
cent in earnings. 

The average receipts for each first-class passenger was $5.62 in 1896, as compared 
with $5.67 in 1895, a decrease of 0.88 per cent, and for second-class passengers $0.61 
m 1896 as compared with $0.73 in 1895, a decrease of 16.44 per cent. 

The decrease in receipts from second-class passengers is chiefly due to special rates 
made for the transportation of emigrants across the Isthmus. 



STEAMSHIP LINES. 

Under the contract with the Pacific Mail Steajnship Company, dated December 16, 
1895, this company ceased the operation of the direct line oi steamers it had operated 
between Panama and San Francisco, and the Pacific Mail Steamship Company dis- 
continued the operation of its line of steamers between New York and Colon, which 
had run in competition with the Panama Railroad Company's line on the Atlantic. 

This company's Pacific line was discontinued in the beginning of 1896, the last 
steamer arriving in San Francisco January 28; consequently its gross earnings in 1896 
Were only $31, (WO. 05, against $292,849.32 in 1895, making an apparent decrease of 
1261,849.27. 

The gross earnings of the Atlantic line in 1896 were in excess of those of 1895 by 
1250,451.56, or 56.82 per cent. Table No. 13 gives the detailed statement of monthly 
earnings. 

JOINT RAILROAD AND STEAMSHIP RECEIPTS. 

t 

There is a decrease of $47,442.60, or 12.02 per cent, on this class of receipts, which 
arises entirely from interest and exchange and upon lighterage. 

The decrease in interest and exchange is the result of reduced sales at lower aver- 
age rates of the company's drafts at Colon upon New York. 

There is an increase of $9,233.02 on water supplied to shipping. In 1895 a portion 
of the water sold was carried to the credit of transportation; in 1896 all the receipts 
from this source were included in earnings. Besides this change there has also been 
an increase in the sales of water. 

The lighterage receipts in Panama Bay were unusually high in 1895, because of a 
more than average coffee crop. In 1896 the movement of coffee was smaller and, in 
addition, eastbonnd traffic was greatly reduced on account of general business depres- 
sion, already referred to. There was also a large decrease in the lighterage of coal, 
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in conaequeni» of the withdrawal of this company'^ line of eteamera between Pan- 
ama ami San Francisw), and from the fact that the Pacific Mai! SteamHhip Compmy 
had itt< coal brou|i;ht by vcwscIh to Panama instead of, as formerly, from Colon. 
These different isuses account for the decrease of $69,286.29 in lighterage receipu. 

Tho following table will show the number of ttins lightered during the years ISM 
and 1805: 



ISM. 


1835. 


[ncrea«e.jDKre»<c. 




Tim.. 


'S 


Pe'ceM. 


FatoiL 




2.S7 




















ira.JftS 


224, T2V 













Until quite lately wharfage rates ebarijed od the Isthmus to shipping were mucli 
lower than those of contiguous ports, while on the other hantl the outlay for hcav^ 
re]>ttir« and replacements was largely in excess of receipts and involved a very Kn- 
ouB loss. After proper and complete inveHtigation the rates were reasonably 
increased, and receipts for wharfage, storage, and light dues in 1896 were in cOMB- 
ijiieui'e $20,7M,'i.9li in i'x<'ef^K of correspond i rig receipts for 1895. 

Ri'veriiic from rcnUl ol |iri,|)crty shows a falling off of $1,07.5.30, or 4.73 perMiit. 
Thitt K accoiiLiti'd for hv thi- fact' that a number of buildings on lota leased bv tbe 
company, whli'li were Ili-Iroyed by the (Ire ot March, 18S6, in Colon, have not 'been 
rebuilt, and in ronjufpii'iii'i'. rental, although due, has not yet been collected; and, 
further, by a reduction made by the company in rentals on certain streets lo enable 
the poiirer claf.H of teiiaulH to pay. 

It is lii>|>cd that revenue from landed properties will improve during the coming 
year an the effect,^ of the fire gradually wear oft. 



There is a total ilecrease of $42,406.56 i 
while the decrease in earnings was 8.39 pei ^.o,,-. .no ioui...Ln.i. m 
upon all departments except on maintenance of way and structures. 



As already stated, the company's. Pacific line was in operation in Janiiary, 1896, 
only, as against the whole year in 1H95. The imiwrtant reduction of its expeneeein 
1896 over 1895 is thereby accounted for. 

Although the receipts of tlie Atlantic steafnship line were 56.82 per cent in exce* 
of the earnings ot 1895, the ext>eiiKes of that line show a decrease of 6.83 per cent. 



a decrease of $'i8,240 70, or 4 68 per cent, in these expenses 

MaINTF-JWCE of Wt^ AND StRI rTURES 

^^^^ Imildni^ and MruiliiM- l,^w ben 



iitral part nt the lo«n 
1- not onU more ffll 
(mliil Konimuts 



\ high k\il Hrtli! tank h i I n to mtreapethe water auppl}'^ 

the miLlimiud ch parluient I _i i in tgamsthres and to fumiHa giX* 

dnnknig witer to till uiinpinv I llinj. houses The expense of l'"* 

wat<i t-iuk and of the piping rtqmsili to i iir\ thi wttir iroiu Monkey Hill Spring*. 
has bten i.huri;ed to (.onstrnction acL.ount 
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Railkoau and Floating Equipmbnt. 

The whole of the company's plant, engines, tendere, care, machinery, tools, ateara- 
gtaipe, tuge, and lighters have been maintained in good working order and repair. 

Two new Bteel freight lightera of 340 toni capacity were added to the floating eqnlp- 
ment and their cost (»rriea to construction account. 

The following statement shows the number and character of the company's rolling 
stock: 
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rttiibxeut. 
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The 16 new box cars were built with serviceable material taken from cars put out 
of service in past years. The expense of their reconstruction was charged to revenue. 

The 5 missing aat care were burned in the fire which destroyed a part of Colon on 
March 23, 1896. These cars will be rebuilt this year and the expense charged to 

Engine No. 14, which was old and too weak, whs dismantled, and its boiler used 
on the wharves at Panama. The value of this engine will be deducted from con- 
■trut^tion account. 

The following statement shows the floating equipment of the company: 



SMnuhip Allianca . . 
' KeuuMpAdTence.. 
Stttmihip Ftnance... 



To; iDd waur boat Balboa . 

tfttabtlightets 

U fidgbt Ilgbl«ra 

iMBlllghte™ 









-"•»■ 


Bread Ih. 
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Hull. 


Paw 

Cabin. 


Steerage. 


Iron.... 


S 


lOO 






















1 





I Statistical statements will be found here appended concerninp the freight a 
Kapx traffic of the railroad and steamships, and also information as to the ei 
■oo expenses. 



Decrease 

"Rm changes have been as follows: 
-Additione: 

Constraction of high-level water tank at Colon and pipes b 

nect Honkey Hill Springs with re-"— "'- 
Constniction of two steel lighters 
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Deduction: 

Cost of tug M'Ha, dianiaiitte.i anil written oft t28,:«lii.U 

DecKaee as above i 

OnDeceinlierSl. 1895, the value of the company's real estate was.. 263,618,74 

On Decei]il)er3l, IN96, it amounted to 266,116.74 

Inereai'e 2,501 

— tauBeii by the purrhaae of laud at Boliio. 

Id the last annual report it vias stated that "the fiiianeea of your company ar 
better condition than they have been for some years past, and your maii^ement a 
instituting i^id and thoroug;h economies in every branch of the service, whicii will 
still more improve our position during the present year." These previsions have 
been largely realized, ana this year the company's fin'anciat ^losition is better than it 
has been for many years, 

III 1896, $374,737.59 were appropriated out of net earnings mainly lo pay for the 
three steamers Alliani^a, Fifiance, and Advance. 

in 1894 operating expenses were 6fi.i)3 per cent of gross earnings; in 1895, 61,63 
per tent m 1896, "ia 94 per cent In calLulating percentages tor 1895 and 1896, the 
earnings and expenses of the Panama hteamship Lmeitere deducted from the totals; 
as this line wn* tn enicrgenn line treated foragi\en purpose, its expenses wereil 
all times grciti I 111 nit iTrina*! tnd that fa(t was clearlv contemplated in advance, 
but the "uyi n ' n Ipuce gained therebj were the results sought for 

and ittaiiii 1 1 ' i not been deducted, the percentage for 1898 would 

During tin Mie Irnuj priduw ui idents of any kind. 

It IS nn L_r i h i < I iiii_ the depression of busineea in 

1896, full tr. (I mil employees whose TOntiniwl 

good «ill an 1 ' iitrihuted to these satisfaolory 

results and I li i i l i | i i i i l^nowledging my appredalioii 

of their hi ii l\ ti ] i 
RespeclfulK iLibiiiitli I 

G. \Vha..ev, 
Vice-Pir.ii'lml and Gen>erol Manage'' 

T.iBi.K Xo. l.—Xuwhtr oj Urns of freight moied on the Tnilroad. 
h TOIKTS TO ALL POIKTS. 
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Table No. 1. — Number of tons of freight moved on the railroad — Continued. 

COUNTRIES OF ORIGIN AND DESTINATION. 



1896. 



Colon to Panama: Tons. 

For Panama 47, 568 

For Central America 65, 561 

For South Pacific | 39, 887 

For San Francisco I 24, 411 

For Mexico ; 8, 669 



Total. 



Panama to Colon: 

From Panama 

From Central America. 
From South Pacific . . . . 
From San Francisco . . . 
From Mexico 



22,688 
39,77© 
21,173 
13,108 

1,978 



Total 98,721 121,076 



1895. 



Tont. 
24,060 
62,083 
29,383 
80.213 
4,248 



180,476 149,987 



6,938 
55,446 
24, 742 
32,49i 

1,462 



Total eastbound and westbound 279, 197 I 271, 068 



Increase. 



Per cent. 

97.70 

6.69 

34.04 



20.38 



Decrease. 



Percent, 



Tan. '2^ 



85.29 



3.00 



19.21 
16.25 



28.25 
14.42 
59.07 



18.46 



Table A. — Balance sheets December 31, 1896, 



RESOURCES. 

Cost of road and equipment $10, 076, 576. 1^ 

Steamers AUian^a, Finance, and Advance 336, 665. 6a'' 

Keal estate at Isthmus 266, 116. 74 

Sinkinefund 1,631,988.12 

Bonds in the Treasury— 

General mortgage 7 per cent sterling bonds (unissued) $471, 000. 00 

General mortgage 7 per cent sterling bonds (purchased) 150, 574. 29 

621, 574. 29 

On deposit with financial agent for redemption of subsidy bonds 16, 000. 00 

Advance of subsidy to Republic of Colombiaa 1, 846, 000. 00 

Current a.*«ets— 

Cash in banks, New York 132, 386. 59 

Cash in banks, London 35, 602. 19 

Cash on hand, Isthmus Agency 17, 737. 49 

Cash in bands of agents 2, 722. 36 

Coal and supplies on hand 92, 847. 68 

Uncollected earnings 67, 588. 39 

Due from connecting companies 83, 119. 20 

Due from United States Government 18,982.87 

Due from companies and individuals 64, 4.')9. 89 

Due from voluntary sinking fund 61. 88 

Accrued Interest on deposits 753. 78 

Accrued interest on securities owned 1, 396. 73 

Unadjusted accounts 40, 404^32 



— 648,06L37 
15,342,972.14 
LIABILITIES. 

Capital stoc k .- 7, 000, 000. 00 

General mortgage 7 per cent sterling bondsft 4, 000, 000. 00 

Subsidy 6 per cent bonds a 1, 846, 000. 00 

Voluntary sinking f und^or redemption of 7 per cent sterling bonds •. 1 , 631 , 988. 12 

Subsidy bonds drawn, not presented for payment 16, 000. 00 

Accrued interest on bonds: 

Fund for redemption of subsidy bonds $66, 495. 00 

Interest on subsidy bonds 18, 460. 00 

Interest on general mortgage bonds .53, 248. 68 

Department of Panama 21, 875. 00 

Republic of Colombia 1, 666. (i7 

161,746.36 



01,846 6 per cent gold sinking fund subsidy bonds of $1,000 vnvh, amounting to $4,846,000, Issued 
■November 1, 1880. fall due November 1, 1910. 

To meet this bonded indebtednes-s $226,000 annually of the Colombian Government subsidy was 
fledged till March 27, 1908, the same to be applied by the company: First to the payment of the 
Jnterest, and, second, as a cumulative sinking fund for the redemption of the principal, the bonds to 
Jc drawn yearly in September to an amount eaual to the then surplus of the subsidy sinking fund, 
Joe drawn bona.stobe paid on November 1, after each drawing, and thereby redeeming the whole 
««ie in 1908. 

^Original issue 5,000, of which 1,000 were subsequently taken up and canceled. leaving 4,000 7 
percent sterling bonds of £200 each, amounting to £800,000 (say $4,000,000), of which 2,989 were Issued 
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■ 

# 

Current lUbilitieM: 

IPthmuH draftii not presented $19, 048. 70 

(Umptmn not nrt'fM'ntiKl 1, 669. 60 

Du« connectniK (•omj»anlt»« 84, 467. 14 

AuditMl vouolierM 28, 944. 79 

UnclHinicd di vidcndu 807. 00 

Doe deceAMed or mifudnK cninloyeeyi 1, 271. 66 

MiM-vllaneouM fU'countN unadJuKtiNl 19, 073. 99 

199.772.88 

Balance to <rredit of i»rollt and low* 687, 465. 79 

15. 842, 972. 14 
8. Dbmino, Treamrer. 



[KxtractM from the forty-elK^th annual report of the Panama Railroad Company.] 

Nkw York, March 24, 1898. 
To the Stockholders of the Panama Railroad ('omjmnii: 

(yentlrmrn: I n»Mpectfully Hiibinit for your coiiHideration the report of the vice- 
president and K^neral manaK<^r,with acu^ompanyin^Htateincntsof eamingHand expend- 
itures, for the cah^ndar year 1897, and the treaHurer'n balance sheet and transcript of 
profit and loss account. 

In addition t^) tlie complete recital of the company's business in 1897, furnished by 
attache<l rei)ort«, I n<*e(f only refer: 

First. To the satisfactory manner in which the company's 7 percent £1,000,000 
($5,000,000) loan, due Octol>er 10, 1897, was redeemed at maturity; and 

Second. To the progress made during the year in the construction of the projected 
port and pier at La Boca under a contract which was executed with the Panama 
Canal Company, dated February 12, 1897. 

Under authority of the resolutions a<lopt<*d at your annual meeting of April 5, 1897, 
the company has sinc^e created a new first mortjurage of |I4,(KK),000, and has issued its 
twenty-year 4} jier cent first mortgage sinking fund gold lK)nds, limited in the afls^re- 
gate to $4,000,000, and of which amount $2,000,000 were dispose<l of in New York 
upon advantageous tenns; with the proc(;eds, t^igether with the amount realized from 
the disposition of assets whi(!h had \yei\i\ a(;(;umulated for the j)urpose in the com- 
pany's funds, the £1,000,000 7 i)er cent st^^rling loan, which matured OcU^ber 10, 
1897, was licjuidated. 

As the result of thewe transactions the company's outstanding mortgage liability is 
reduced to $2,000,000. 

In accordance with the contract with the Panama Canal Company, the conntniC' 
tion of a new port and pier at La Ik>ca has l)een rapidly progressed unui the estimated 
cost of (construction, covered by the original contract, viz, 6,000,000 francs, or about 
$962,000, had l>een entirely exi)ended. 

October 10. 1H67. and fall duo Oo.UdXwt 10. lHtt7. The remaining 1.011 were ifwued on the 10th of Octo- 
ber, 1892. and fall due on the 10th of <)(;tol>er, 1897; but, by reHoIution of the board of directoni. tbe 
holdent of thcMe 1.011 bondff were idven the option of ext47nHi<»n for ten veanat5 per cent per annum. 
to the 10th day of Otrtober, 1907, the ccmipany r(>KervinK to Itm'lf the right of redemption at 105 aoa 
accrued IntereMt of nuch extended Ixnidn at any date HUlMtequent to the 10th day of October, 1902. All 
of thlH laticfr InMue. however, Im in the compnny'H treanury and voluntarv Hinking fund. 
To meet thiH l>onded indebtednefw of £800,000 the company haM the following: 

Voluntary^flinking fund— 

698 Panama 7 per (;ent general mortgage Hterling IxmdM 9698, 000. 00 

812 Panama G per cent xubfildy lK>ndfi 812,000.00 

177 United HtatcH 4 per cent rcglMtered bondn 1925, market value, • 

December 81 212,400.00 

257 United StatcH 4 per cent regiHtered lK)ndM 1907, market value, 

I)e(!ember 81 282, 700. 00 

60 Oregon Improvement firHt mortgage bondw, market value. Decern- 

ber81 45,000.00 

120 Northern Pacific 5 \wt cent coiiHolidatcd mortgage IwndH. market 

value, December 81 65, 700.00 

50 Northern Pacific and Montana fintt mortgage; IxmdM, market value, 

December 81 21,250.00 

1,682,050.00 

Due TrcttKury 61. S8 _„ ,- 

1.631,988.12 

In TreaMury— 

471 Panama 7 per cent general mortgage bondH ( unifwued ) 471, 000. 00 

148 Paiiamu 7 i»er cent general mortgage bondH (purchaHcd ) 150, 674. 29 - 

Total 2,268,fifl2.U 
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For that sum the pier itself, with its approaches, has been practically completed, 
and the dredging of the adjoining basin is about half finished. 

It is now estimated that the additional necessary expense, incident to the comple- 
tion of dredging and to the facilities required to adapt the pier to the company's 
wants, will amount to about $427,000. 

The board of directors has decided to push the work to completion, and it is antici- 
pated that this will be accoEbplished before July of this year. 

The projected establishment of grain elevators and warehouses on the Isthmus has 
been temporarily postponed on account of the low rates prevailing in grain traffic 
via Cape Horn. 

From the accompanying report it appears that the net earnings for the year repre- 
sent nearly 6 per cent on the $7,000,000 of stock after payment of everything due, 
but it has been deemed prudent by your directors, on account of approaching liabil- 
ities in connection with the La Boca terminal, that this sum should not be distributed 
in dividends to stockholders. 

The existing contract with the Pacific Mail Steamship Company (unless that com- 
pany avails of its option to extend it for a further period of two years) will expire 
by limitation on December 16, next, and the company will be prepared to deal with 
this subject if that contract be not so extended. 

It is gratifying to contemplate that your company has continued during the year 
its heretofore successful course. 

I refer you to the accompanying reports for further particulars. 

Respectfully submitted. 

J. Edward Simmons, President 



Panama Railroad Company, 

New Yi/rk, March i, 1898. 
To ike President of the Panama Railroad Company: 

Sir: I respectfully submit the following report of the business and operations of 
the Panama Railrcfad Company for the year ending December 31, 1897, and of the 
condition of the company's property and finances at the close of the year. 

The operations of tne year show the following results: 

Statement of earnings and expenditures. 



EARNINGS. 



Biilroad: 

Colon to Panama- 
Freight 

Treasure 

Mails 

Extra baggage. 
Passengers ..... 



Panama to Colon- 
Freight 

TreMure 

Mails 

Extra baggage . 
Passengers 



Total earnings of railroad. 



Steamship lines: 

Panama Railroad Steamship Line- 
Freight 

Treasure 

Mails 

Extra baggage 

Passengers 

Miscellaneous 



Temporary Pacific Line— 



iporarvpac 
From freight. 

Total earnings of steamship lines. 



1897. 



«637,768.25 
5,618.25 

40,808.40 
8,216.96 

48,950.42 



786,362.28 



435,633.89 

16,612.18 

5,014.30 

6,028.95 

42,29L04 



505,580.36 



1,241,942.64 



484.160.81 

9,274.24 

56,405.69 

2,049.19 

111,781.06 
6,816.50 



1896. 



«704,992.89 

3.803.11 

36,638.52 

10,540.11 

50,287.72 



806,262.35 



322,356.74 

17,209.91 

5,057.41 

6,236.79 

44,451.10 



395, 31 L 95 



1,201.574.30 



468,878.60 

11,261.86 

55,862.66 

2,758.22 

140,673.14 
11,770.80 



670,486.99 | 691,204.78 



31,000.05 



670,486.99 



722,204.83 



Increase. 


Decrease. 




967,224.64 


91,815.14 
4,169.88 






2,323.15 
6, 337. 30 








69,900.07 






113,277.15 




697.73 




48.11 




207.84 




2, 160. 06 






110,268.41 






40,368.34 






15.281.71 




i,987.i2 


648.03 




709.03 




28,892.08 




4,954.30 








20, 717. 79 








31,000.05. 








51,717.84 
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Statement of earnings and expenditures — Continued. 



EA RNiNos— continued. 

Steamship lines— Continued. 

Joint railroad and steam^ip receipt»— 

Interest and exchange 

Lighterage 

Water supplied shipping 

Rental oi property 

Wharfage, storage, and light dues. . . 

Telegraph 

Miscellaneous 



I«r7. 



1896. 



Increase. 



Decrease. 



Total earnings 

EXPENDITURES. 

Operating ezpeuHes of railroad: 

General expenses on Isthmus 

Conducting transportation 

Maintenance of equipment 

Maintenance of way and structures. 



$44,268.48 ' 

217,604.18 . 

56,886.14 ; 

17,094.04 ' 

47.226.66 

3,168.25 I 

2,048.97 I 



888,275.62 



19,863.87 


184,409.61 
7,372.17 




210,232.01 




60, 469. 69 


13,588.55 


21,666.76 




4,572.72 


37,225.71 


9,999.85 




4,486.70 


1,283.45 


3, 477. 64 




1,428.67 








347.862.38 


40,913.24 








2,271,141.61 


29,663.74 





39.784.46 
246,686.30 

67.406.99 
121,531.19 



40,497.65 

228.835.10 

53,965.22 

59,600.21 



475,408.94 I 382,398.18 



Operating expenses of steamship line: 
Panama Railroad steamship line — 

Steamer expenses 

Replacement of boilers and special re- 
pairs 

Depreciation of steamers 

Agency expenses 

Charter of steamers 



Temporary Pacific line- 
Steamer expenses 

Agency expenses 



Total for steamship lines. 



Joint railroad and steamship expenses- 
General expenses 

Foreign agency expenses 

Losses on cai^o 

Drawback on Colombian produce 

Republicof Colombia, for nonextension 
of road 

Lighterage 

Replacement of boilors and special re- 
pairs to tugs 

Depreciation of tugs 

Docks and wharves 

Real estate and repairs to Colon build- 
ings 

Taboga waterworks 



370,097.33 ' 

57,000.00 i 
41,100.00 
101,622.62 
13,316.67 ; 



351.216.74 
2,199.96 



102,253.42 
13,500.00 



583,136.62: 469,170.12 



24,440.07 
3,055.67 



27, 495. 74 



588,136.62 496,665.86 



94,491.64 

8,405.56 

23,806.77 

19,102.12 

10,000.00 
105,804.28 

3,000.00 

2,100.00 

34,981.76 

15,123.03 
30,872.37 



102,578.68 

15,307.49 

6,553.63 

13,643.78 

10,000.00 
116,863.18 



45,849.50 

12,602.53 
33,376.05 



Total expenditures 

Earnings over operating expenses 



Deduct fixed charges- 
Subsidy to Republic of Colombia 

Redemption of subsidy bonds 

Interest on subsidy bonds 

Interest on sterling bonds to Oct. 10, 

1897 

Interest on first mortgage bonds, Octo- 
ber 1, to December 31, 1897 

Redemption of first mortgage bonds 



Net income 



347,687.52 



1,406,233.08 



894, 472. 17 



25,000.00 
113,240.00 
111,760.00 

186,370.42 

22.500.00 
25,728.38 



484,598.80 



409,873.37 



366,773.84 



1,035,303.63 



25,000.00 
107,820.00 
117,180.00 

239,619.10 



489,619.10 



545,684.53 



18,851.20 
18.441.77 
61,930.98 



93,010.76 



18,880.59 

54,800.04 
41,100.00 



118,966.50 



86,470.76 



17,258.14 
5,458.34 



3,000.00 
2,100.00 



2,520.50 



1,235,837.88 I 170,396.20 



718.19 



5,420.00 



22,600.00 
25,728.38 



630.80 
183.33 



24,440.07 . 
8,055.67 



27,496.74 



8,087.04 
6,901.93 



11,068.90 



10,867.75 
'*2*862.*68 



9,086.32 



140,831.46 



5,420.00 
58,248.68 



5,020.90 



186,81L16 



INVESTIGATION OF PANAMA RAILWAY COMPANY. 



249 



Gross revenue receipts, expenditures, and net earnings for 1897 compare, as under, 
with those for 1896: 



1897 

1896 

Increase (+) or decrease (— ) in 1897 



Receipts. 



$2, 800, 70ft 26 
2,271,141.61 



+29,668.74 



Expenses. 



91,406,288.08 
1,286,887.88 



+170,896.20 



Net earnings. 



•894,472.17 
1,036,808.68 



-140,881.46 



Earnings. 



RAILROAD. 

The total increase in earnings in 1897 over 1896 amounts to $40,368.34, or 3.36 per 
cent, and results entirely from east-bound freight and west-bound treasure and mails. 

There are large decreases on all other classes of earnings, due to the prejudicial 
effect upon traffic of a serious epidemic of yellow fever which extended tnrou^hout 
several of the Republics of Central and South America during the greater portion of 
the year; to revolutionary uprisings in Central America, with consequent genera 
breakdown of credit and business depression; and to the depreciation of silver, affect 
Lng the currency of those Republics. 

From the statement of earnings it will be seen that there has been a decrease of 
3.67 per cent in earnings on west-bound business, an increase of 27.89 per cent on 
east-bound, and an increase of 3.36 per cent on the total earnings of the railroad. 

The following table shows the freight tonnage carried over the railroad in 1897 
as compared with 1896: 

[Per ton of 2,000 pounds, or 40 cubic feet.] 



Tons west bound 
Tons east bound , 

Total 



Year 
ending 
Dec. 81, 

1897. 


Year 
ending 
Dec. 81, 

1896. 


Increase. 


Tmis. 
173,846 
117,306 


Tons. 
180,476 
98,721 


Per cent. 


18.82 


290,661 


279,197 


4.10 



Decrease. 



Percent. 
3.96 



The gross earnings per ton moved on the road compare as follows: 





Year 
ending 
Dec. 81, 

1897. 


Year 
ending 
Dec. 31, 

1896. 


Increase. 


Decrease. 


West bound 


S3. 68 
8.71 


$3.91 
3.26 


Per cent. 


Per cent. 
6.88 


Baat bound 


13.80 








Average 


3.69 


3.68 


.27 









The decrease in west-bound tonnage occurred entirely on traffic from Europe and 
^ew York to Central America during the last seven months of the year, and was 
caused by the general depression before referred to. 

A reduction in west-bound rates was made necessary to meet active competition by 
the Magellan route, more especially on freight shipped from New York. 

Table No. 1, attached to this report, shows origin and destination of the freight 
gtrned over the railroad, and Table No. 6 gives the classification of freight from the 
^ioAc coast destined to all points. 

Compared with 1896, the total tonnage carried over the road in 1897 shows an 
increase of 11,464 tons, or 4.10 per cent, and the earnings an increase of $46,052.51, 
<» 4. 48 per cent. 

Of the total tonnage carried, 59.64 per cent was west- bound and 40.36 per cent east- 
Dound. In 1896 these proportions were 64.64 and 35.36 per cent, respectively. 
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3 per cent of the total nnmber of tons carried, 



Through freight amounted ti 
E^inat 83.57 per cent in 1896. 

In 1897 there waa an increase of earninga of Jl, 217.41, or 5.79 per cent, on t 
of ^4,126.77, or 9.90 per cent, on maila; and a decrease ol $2,530,99, or 16.09 p 
on excess baggape. This decrease was due to tne large falling oH in the pi 
business. 

The following statements show the number of pasaengere carried and the pi 
earnings: 



CiiiMlflcallon, 


Pa-HseiigerH carrleiJ. 


Passenger edrnlngs. 


IS97. 


1B96. 


IntrciHe 


DecresBt 


18B7. 


lew. 


DWIEMt, 




1W,813 


.1;^ 


Percent. 


percent. 


127,030. M 
59,210,86 


$35, 360.111 
50,378.67 


"^t 




7,64 












109. 9M 


ice, 757 


6.94 




i<B 241.40 1 M.73S.KI 















Average receipt per patseitger. 










,». [ ,-, 


IncroH, 


Firet clftMi 


tS.01 


8S.73 
2.l» 


"?;, 






'^TI'r^i'Bh' 


>.> 



The number of fi rat-c I aas passengers carried shows a decrease of 1,182, or 18. 7S per 
cent, and $8,339.85, or 23.55 per cent, in revenue._ These figures indicate the effects 
upon the through pasBenger traffic of the epidemic already referred to. There w»a 

- ' - :! of 7,349, or 7.M per cent, in the number of second-clafls passengerfl 

1 re'jse a ent rel on 1 al traflic 



letreaae of $20,717.79, 

t important loa is 

140,fi7H!l4 in 1896 to 

n freight earnings, 

4 inga of the line, 

J Co mi an J the Pacific Line o( 
H96 whcl eyplainatheabseiiM 



7H per ent on this laan of receipta, which 
e I k1 tera^ wl arfa^e storage, and lijbt 
rental tprc[ertv d le to the depresoon 

er part of last year Table No. i4)tiv« 

t 

r of tons 1 ghtered d tring the years iWi 





S97 1896 


ln™..»»». 




17^12 


TVme. 
191,661 

5,916 


Percexl. Pf«* 
















17(1,009 


168,795 
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Expenditures. 
The revenue expenditures of 1897 and 1896 compare as under: 



1897. 



1896. 



Increase, i Decreajse. 



Railroad 

Steamship lines 

Joint railroad and steamship expenses 

Total 



$475,408.94 
583,136.62 
347,687.52 



8382,398.18 
496,665.86 
366,773.84 



893,010.76 
86,470.76 



89,086.32 



1,406,233.08 [ 1,235,837.88 



170,395.20 



This table shows there is an increase of $170,395.20 in total revenue expenditures 
against an increase of only $29,563.74 in earnings. 

In order to correctly judge these results, which are in some respects apparently 
unfavorable, it is necessary to take into consideration, not only the disturoing ele- 
ments already alluded to, but also that during last summer unusually heavy rains 
and freshets caused great damage to the roadbed; that very important improvements 
have been made to the railroad and buildings; that the steamships, upon which lit- 
tle had been spent since they became the company's property, have been thoroughly 
overhauled in Messrs. Cramp & Co.'s shipyards; and that during 1897 reserve funa 
accounts were opened for depreciation of steamers and tugs as well as for replacement 
of boilers and special repairs to steamers and tugs. 

Railroad. 



CONDUCTING TRANSPORTATION. 

This account shows the following increases: 

On fuel for locomotives, on account of increased mileage |9, 960. 03 

On salaries and wages, due in part to increased traffic, and in part to ab- 
normal expenditures caused by the yellow fever epidemic 9, 688. 23 

19,598.26 
On other items there are slight decreases of expenditures, amounting to. 1, 247. 06 

Leaving a net increase in conducting transportation of 18, 351. 20 

MAINTENANCE OF EQUIPMENT. 

The increase of expenses in this department, which amounts to $13,441.77, is due 
in part to betterments, consisting of applying steel-tired wheels and new axles to 
locomotive trucks, to rebuilding of cars, etc., and also to extra labor expenses while 
many employees and workmen were on sick list during the yellow fever epidemic. 

Nine locomotives and 197 passenger and freight cars were thoroughly repaired dur- 
ing the year, and 5 freight cars were completely rebuilt. 

MAINTENANCE OF WAY AND STRUCTURES. 

There is a very important increase of $61,930.98 in this department. During the 
past year very heavy rains, followed by floods of corresponding severity, destroyed 
Danks and caused slides in many places, which greatly mcreased the cost of opera- 
tion, and entailed the expense of repairing the special damage to the track, struc- 
tures, and the heavy wear and tear of equipment, which are incident to such an 
experience. It was necessary to rebuild the embankments at Paraiso, Matachin, 
Bas Obispo, and Cucaracha. The abutments and foundations of 4 bridges were 
badly damaged; the masonry of 2 was rebuilt, and temporary repairs were made to 
two others, the high water of the river preventing anything further being done until 
the dry season. 

The complete reballasting of the road and the renewal of cross-ties had for divers, 
reasons, been postponed for several years back. It was thought advisable to under- 
take this work in 1897. During the year the condition of the track and structures 
lias been materially improved. Every bridge, from Colon to Panama has been over- 
hauled, including the repairing of piers and abutments, renewal of floors and paint- 
ing. Grades have been revised, undulations and sags corrected, banks widened and 
their drainage improved by establishing permanent waterways through them. In 
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1897 12 miles of track have l>een thorouf^hly ballasted; 16,987 cross-ties and 166,082 
feet of switch tiiiil>er have been placed m the track. In connection with these ties 
and switch timber there have been plactnl in the track 22,000 Servis tie plates, which 
have materially l>ettered the ^auge and prevente<l the cutting of rails into the ties. 
Low joint^i ana the breaking of weak fish plates were a constant trouble. To over- 
come these ditiiculties, 9} miles of tnuik, where sharp curves or lighter rails exist, 
have been relaid with new angle plates. During the year the new passenger station 
at Colon was tininhed; a complete rock-crushing plant was also installed at Pedro 
Miguel, which will overcome the necessity hitherto experienced of taking the ballast 
required for the whole vear from the river during the dry season. The expenses 
incurre<l for this work nave been carried to revenue account. 

The incn^se in the expenses for maintenance of way and structures divides as 
follows: 

Extraordinary and special repairs $11, 487. 31 

Betterments 50,443.67 

Total 61,930.98 

Steamship Link. 

The increases of expenditure in this department are as follows: 

Operating exi)enHes $18, 880. 59 

Replacement of boilers and special repairs to steamers 54, 800. 04 

Depreciation of steamers 41, 100. 00 

The operating expenses increased mainly from general repairs on the steamships 
AUiangaj Advance^ and Finance; labor on account of the handling of increased ton- 
nage; and expenses, during the prevalence of yellow fever, incidental to the require- 
ments of the quarantine regulations of the port of New York. 

Extensive improvements were made during the year on all the steamships. In the 
three ships increase of passenger accommodation was provided, and complete electric- 
li^ht plants and electric-call systems were installed. The AllanQq was also provided 
with new boilers, masts, and pumps, while on the Finance and Advance parts of the 
main shafting were renewed; besides which the entire engines, boilers, nulls of the 
three ships were comlpetely overhauled and j)laced in first-class working condition. 

It is customary in all well-managed steamship corporations to provide and set aside, 
out of earnings, special funds to cover the depre(uation of snips and the cost of 
replacement of boilers and extraordinary repairs. The company's financial condi- 
tion warranting the taking of this prudent and conservative measure, without plac- 
ing any undue charge upon net earnings, the board of directors decided that on and 
after January 1, 1897, a "fund for depreciation of steamers and tugs** and a "fund 
for replacement of boilers and special repairs to steamers and tugs'' be opened on 
the company's books. It was further decided that an annual appropriation of 
$43,200 should be made to the first, and $60,000 to the second, of these funds. 

The increase of expense in 1897 due to the establishment of the reserve funds ia 
thus explained. 

Joint Railroad and Steamship Expenses. 

Although there is a decrease of $9,086.32 in the total of this class of expenses, one 
item "Losses on cargo," shows an increase of $17,263.14. This increase is chiefly 
due to the fact that, by reason of a reorganization in our auditing department, freight 
claims were much more quickly settlexi in 1897 than they previously had been, con- 
sequently, by far the larger portion of claims settled in 1897 were upon cargo carried 
during previous years. 

This matter of loss and damage is, however, a serious one, to w'hich careful atten- 
tion is being constantly given. The employment of policemen as night watchmen in 
Panama freight yards has resulted in a decided improvement by reducing the num- 
ber of robberies, and the extension of that system is contemplated. 

The explanations given regarding the causes of increase of certain items of the 
company's expenses show that by far the greater portion of this increased expendi- 
ture represents permanent improvements, not ordinary operating expenses, and that 
at the end of 1897 the condition of the company's property was greatly improved. 

. Capital Account. 

The $4,000,000 outstanding 7 per cent sterling mortgage bonds of the company, the 
original of which issue amounted to £1,000,000 ($5,000,000), matured on October 10, 
1897, and were redeemed in due course. 
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Two million dollars of the new 4} per cent first-mortgage sinking-fand gold bonds* 
;rere issued on the 15th day of September last. 
The following table shows the changes in capital account for the year: 



General 
CaDital stock mortgage 7 

I ling bonds. 



4i per cent 

tirst-mort- 

gage gold 

bonds. 



Dutstanding December 31, 1896 $7,000,000 I 14,000,000 ! 

li per cent first-mortgage gold bonds issued October 1, 1897 | 12,000,000 



Total 7,000,000 | 4,000,000 

Retired during the year ' 4, 000, 000 



Outstanding December 31, 1897 7,000,000 • 

Increase (+) or decrease (-) ' : —4,000,000 



2,000,000 



2,000,000 
+2,000,000 



The details of receipts and expenditures on capital account are shown in the fol- 
lowing table: 



Credit. 



Depreciation of steamers and tugs 943, 200. 00 

Value of locomotive No. 14, disman- 
tled 5,691.05 

Balance, charges in excess of credits . . 21, 032. 81 



69,923.86 



Debit. 



Installation of electric plant, new state- 
rooms, and other additions on steam- 
ers $33, 513. 77 

New terminal at La Boca 86, 138. 18 

Waterworks 271.91 

69,923.86 



One hundred and fourteen of the outstanding 1846 6 per cent sinking-fund subsidy 
bonds were drawn and redeemed in September. 

During the past year great progress has been made in the construction of the pier 
and in the excavation of the deep-water port at La Boca. At the close of the year 
the pier was practically completed and the dredging of the basin was about one-half 
done. 

The work is now sufficiently advanced to make it possible to estimate with some 
precision the total cost, which will amount to $1,427,000, including $80,000 for a 
freight yard, for a branch line between La Boca and the main line at Bomba, for an 
electric plant, for office buildings, and for the buoying of the basin. 

The Panama Canal Company, which undertook the most important part of the 
work, has agreed to accept this company's 4i per cent first-mortgage bonds to an 
amount of $962,000 as security for advances made by it under said contract. 

The company will provide cash payments for the balance of $465,000 U) be expended, 
and cover such outlays by the certification and issue of the necessary number of new 
4J per cent bonds, to be placed in the treasury of the comjjany. 

The board accordingly further resolved that the best interests of the company 
would be more adequately nerved by keeping in reserve the liquid assets now in the 
treasury of the company than by the distribution at this time of any dividend to the 
company's stockholders. 

Assets and Liabilities. 



Statements A and B show the financial condition of the company on December 31, 
1897. 

The balance to the credit of profit and loss account of $2,718,920.70 is represented 
by assets and expenditures, as follows: 

Capital assets: 

Cost of road, real estate, and equipment $9, 889, 394. 19 

Steamers AUianqa^ Advance, and Finance 329, 069. 27 

Tugs and lighters 445,779.53 

New terminal at La Boca 36,138.18 

10, 700, 381. 17 
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Capital liabilities: 

Capital stock $7,000,000.00 

4i per cent twenty-year sinking- 
fund gold bonds 2,000,000.00 

$9,000,000.00 

Ci^ital aasetB over liabilities $1,700,381.17 

Other assets and expenditures: 

294 6 per cent Panama fiailroad Company's sab- 
sidy bonds 294,000.00 

Expenditures for replacement of boilers and 8{)eeial 
repairs to floating equipment, not yet charged to 
earnings 93,989.12 

387, 989. 12 

Sundry accounts recreivable and coal and pupplies cm 

hand 298,828.22 

Less sundry liabilities 264, 636. 07 

Balance 34,192.15 

Cash on hand and with banks 591, 358. 26 

Total 2,713,920.70 



General Remarks. 

During the period from 1894 to 1897, inclusive, the percentage of operating 
expenses to gross earnings was as follows: 

Per cent 

1894 '. 69.93 

1895 61.63 

1896 53.94 

1897 61.12 

As already stated, the causes of the increase in operating expenses were: 

First. The appropriation of large sums for depreciation of the company's floating 
equipment. 

Second. Improvements and betterments to the permanent way and structures of 
such a character as to have made it possible to carry part of the cost thereof to capi- 
tal account. 

Third. Increases in working expenses due to the prevalence of yellow fever during 
a part of the year. 

The two first items of increase in expenses were made possible by the company's 
very satisfactory financial condition. 

The traffic anairs during the year call for no further special mention than is con- 
tained in the statistical statements to be found appended hereto concerning freight 
and passenger business of the railroad and steamships, with information as to the 
earnings and expenses, also statements regarding the railroad and floating equipments. 

During the year the company has b^n free from serious accidents of any kind, 
either on the railroad or th6 steamships. 

I desire to renew my thanks to the officers and employees of the company for 
their faithful and efficient services during the past year. 

Respectfully, G. Whalby, 

Vice-Prmdent and General Manager. 
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Table A. — Balance sheets December Sly 1897. 

Resources. 

Cost of road, real estate, and equipment $9, 889, 394. 19 

Floating equipment: 

I Steamers AUianca, Finance, and Advance, value December 

31,1896 1386,656.50 

Installation of electric plants, proyiding new staterooms and 

other additions on all steamers 33, 513. 77 

870,169.27 
Depreciation fund 41, 100. 00 

•^^^^-^^—^ S329 069 27 

Tugs and lighters, value December 31, 1896 447,879.53 

Depreciation fund for tugs 2, 100. 00 

445,779.53 

774,848.80 

New terminal at La Bocaa 36, 138. 18 

Total 10,700,381.17 

Bonds in Treasury: 294 6 per cent Panama Railroad Company sinking-fund subsidy 

bonds , 294, 000. 00 

On deposit with financial agents for redemption of bonds: 

6 per cent subsidy bonds $44, 000. 00 

General mortgage 7 per cent bonds and final coupon 5, 032. 66 

49,032.66 

Advance of subsidy to Republic of Colombia 1, 732, 000. 00 

Fond for replacement oi boilers and special repairs to steamers and tugs 93, 989. 12 

Cunent assets: 

Cash in banks and with agents $591, 358. 26 

Coal and supplieson hand. 119, 824. 91 

Uncollected earnings 60, 986. 77 

Due from connecting companies ^ 23, 163. 92 

Due from United States Government 19, 678. 40 

Due from companies and individuals 58, 285. 91 

Accrued interest on deposits 746. 64 

Accrued interest on securities owned .* 2, 940. 00 

Unadjusted accounts 23, 201. 67 

890, 186. 48 



13,759,589.43 
Liabilities. 

Capital stock $7,000,000.00 

4i per cent twenty-year sinking fund gold bonds (authorized issue, $4,000,000) 2, 000, 000. 00 

Total capital stock and mortgage liabilities 4 9,000,000.00 

6percentgMa sinking fund subsidy bondsft 1,732,000.00 

6 per cent gold sinking fund subsidy bonds drawn, not presented for payment: 

Drawn in 1896 $1,000.00 ' 

Drawn in 1897 44,000.00 

45,000.00 

General mortgage 7 per cent sterling bonds, not presented for payment (6 bonds) 4 , 862. 88 

Accrued interest on bonds: 

4i per cent first mortgage bonds 22, 500. 00 

6 per cent subsidy bonds 17, 320. 00 



Fonds for redemption of bonds: 

4i per cent first mortgage bonds 62, 600. 00 

6 per cent subsidy bonds 67, 875. 00 



Due Republic of Colombia: 

Department of Panama 21, 875. 00 

Government of Colombia 1, 666. 67 



Current liabilities: 

Isthmus drafts not presented 22, 610. 29 

Coupons not presented 9, 103. 45 

Audited vouchers 36,767.44 

Unclaimed dividends 307.00 

Due deceased or missing employees 1, 281. 00 



39,8*20.00 

130,375.00 

23,54L67 



70,069.18 
Balance to credit of profit and loss 2,713,920.70 

13,759,589.43 

k 

During 1897 indebtedness to the extent of $962,000 has been incurred on account of the construc- 
tion of the La Boca terminal. This sum, which will become due in 1902, is to be secured by an 
equivalent amount of the company's new 4i per cent bonds as collateral, and its total may be reduced 
in the meantime at the option of the company by payments on account. 

^1,732 6 per cent gold sinking-fund subsidy bonds of $1,000 each, amounting to $1,732,000, issued 
November 1, 1880, fall due November 1^1910. 

To meet this bonded indebtedness, $225,000 annually of the Colombian Government subsidy was 
fledged till March 27, 1908, the same to be applied by the company: First, to the payment of the 
^terest, and, second, as a cumulative sinking fund for the redemption of the principal; the bonds to 
J* drawn yearly in September to an amount equal to the then surplus of the subsidy sinking fund, 
we drawn bonds to be paid on November 1, after each drawing, and thereby redeeming the whole 
»«ue fai 1908. 

S. Deming, Measurer, 
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Tabijb B. — Profit and loss account ^ December SI, 1897. 

Dbbit. 

To operating expenses $1,406,288.06 

Fixed chaises 484«SOe.80 

Cash balance of yoluntary Kinking fund for redemption of general mortgage 7 per « 
cent sterling bonds transferred^ to the sinking fund for redemption of the 4^ per 

cent twcntv-year sinking-fund gold bonds 86, 771. 62 

Discount ana expenses for issue of 2,000 4^ per cent twenty-year sinking-fund gold 

bonds 28,686.73 

Value of locomotive No. 14. dismantled 5, 691.05 

Uncollectible accounts, charged off 89. 19 

Balance asfiets oyer liabilities, December81, 1897 2,718,920.70 

4,670,840.17 
Credit. 

By balance, December 81, 1896 $687,465.79 

Gross earnings 2, 800, 706. 28 

Income from other sources: 

Earnings of machine shops 20,009.07 

Profit on coal and material 16,267.90 

Sale of old hulk ilima 542.20 

Balance to credit of voluntary sinking fund, October 10, 1897, transferred to profit 

and loss account 1, 746, 869. 96 

4,670,840.17 



[Extracts from the forty-ninth annual report of the Panama Railroad Ck>nipany.] 

New Yobk, March SSj 1899. 
To the Stockholders of the Panama Railroad Company: 

Gentlemen: I respectfully eubmit for your consideratioD the report of the assistant 
general manager with accompanying statements of earnings ana expenditures for 
the calendar year 1898, and the treasurer's balance sheet and transcript of profit and 
loss account. 

In addition to the complete recital of the company's business in 1898, furnished 
by attached reports, it appears necessary for me to state only that: 

The redemption of the company's 7 per cent sterling bonds was entirely completed 
and the mortgage upon which it was effected canceled of record; and 

By the operation of the sinking-fnnd clause of the new 4} per cent gold bond 
mortgage (authorized issue of $4,(X)0,000) the original issue of $2,000,000 has been 
feduced by redemption and cancellation of 141 bonds to $1,869,000, the present total 
of the company's outstanding mortgage hability. 

A further issue of 962 of these bonds was authorized in order to provide as may be 
necessary for contract payments at maturity in 1902, or earlier, at the company's 
option, on account of inciebtedness incurred in the construction of the La Boca 
terminal. 

The 6 per cent subsidy bonds, due in 1910, have been reduced by redemption afl 
provided by their sinking-fund clause from 1,732 to 1,611. 

The Pacific Mail Steamship Company availed, in September last, of its option to 
extend the contract of December 16, 1895, for a further period of two years tc 
December 16, 1900; and the contract of 1872 with that Company, which was an 
impediment to this company's development, has been abrogated and canceled. 

A European department has been inaugurated and the company's agency in San 
Francisco reestablished. 

The company's business was seriously affect-ed by the war with Spain, which, 
during its continuance caused an almost total suspension of passenger traffic by our 
steamship line, t(»gether with a loss of coastwise traffic, both ways. Business with 
our foreign connections was relatively impaired. Despite these unfavorable condi- 
tions, your directors decided it best for the company to continue to operate its line 
between New York and Colon (the vessels of which are of American registry) and 
to meet the large outlay necessary for war risk insurance upon the steamers. This 
was accordingly done, with no more serious interruption than an occasional delayed 
sailing from either end, and the enviable record established thereby that ours was 
the sole com pan v with vessels sailing under the American flag which maintained its 
regular service throughout the war between this country and a foreign port, on the 
Atlantic Ocean, the actual field of belligerent operation. 

Revolutionary disturbances in South American republics and consequent loss of 
credit had a damaging effect during the year upon our foreign traffic, and the cost of 
operating our road was materially increased by an advance in wages to silver-pay 
employees at the Isthmus made to avert threatened labor troubles occasioned by « 
continued advance in rates of exchange. 
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Despite special adverse circumstances, the net earnings for the year, after pay- 
ment of evervthinf^ due, represent nearly 4 per cent upon the capital stock 
($7,000,000), out it is deemed prudent for the present hy your directors that no 
distribution in dividends should be made to the stockholders.' 

I refer you to the accompanying reports for further particulars. 

Respectfully submitted. 

J. Kdward Simmons, PremleiiL 



Panama Railroad Company, 

New York, March 15, 18i)9. 
To the President of the Panama Railroad Company: 

Sir: I respectfully submit the following report of the business and operations of 
the Panama Railroad Company for the vear ending De(^einl)er 31, 1898, and of the 
condition of the company's proi)erty ana finances at the close of the year. 

The operations of the year show the following results: 

Statement of earnings and expenditures. 



EARNINGH. 

Railroad: 

Colon to Panama- 
Freight 

Treasure 

Mails 

Extra baggage 

Passengers 



Panama to Colon- 
Freight 

Treasure 

Mails 

Extra baggage . 
Passengers 



Total earnings of railroad t 

« 

Panama Railroad Steamship Line- 
Freight 

Treasure 

Mails 

Extra baggage 

Passengers 

Miscellaneous 



Joint railroad and steamship receipts- 
Interest and exchange 

Lighterage 

Water supplied shipping 

Rental oi property 

Wharfage, storage, and light dues. . 

Telegraph 

Miscellaneous 

Earnings of machine shops 

Profit on coal and material 



Total earnings , 

EXPENDITURES. 

operating expenses of railroad: 

Oeneral expenses on Isthmus 

Conducting transportation 

Kalntenance of equipment 

Maintenance of way and structures. 



PAN BY — 05 17 



1898. 



1897. 



$527,872.84 
5,129.63 

39,667.14 
7,926.61 

41,811.54 



9637,768.25 
5,618.25 

40,808.40 
8,216.96 

43,950.42 



622,407.76 : 736,362.28 



413,015.60 

17,229.26 

5,275.11 

7,039.22 

41,493.43 



4:V},6:i3.89 

16,612.18 

5,014.80 

6,028.95 

42,291.04 



484,052.61 i 5a5,580.36 



1,106,460.37 i 1,241,942.64 



478,731.82 
10,037.97 
50,917.78 

1,285.64 
74,891.20 

4,319.53 



620, 183. 94 



484,160.31 

9,274.24 

56,406.69 

2,049.19 

111,781.06 
6,816.50 



670,486.99 



77,651.39 
181,978.01 
15,406.42 
16,848.45 
40, 180. 15 
10,956.65 
1,558.67 
30,420.15 
35,236.97 



44,263.48 

217,604.18 

5(),886.14 

17,094.04 

47,225.56 

3, 163. 25 

2.048.97 



416,236.86 , 388,275.62 



2,142,881.17 ; 2,300,706.25 



41,036.49 
259,886.66 

69,919.09 
129,595.18 1 



39,784.46 
246, 686. 30 

67,406.99 
121,63L19 



500,437.42 , 476,408.94 



Increase. ' Decrease. 



$617.07 

260.81 

1,010.27 



763.73 



33,387.91 



7,803.40 



36, 420. 15 
35,236.97 



27,961.24 



$109,895.41 

488.62 

1,141.26 

290.35 

2,138.88 



113,954.62 



1,252.03 
13,200.36 
2,612.10 > 
8,063.99 I 



25,028.48 



22,618.29 



797.61 

21,527.75 

136,482.27 



5,428.49 

"5*487* 9i 

763.65 

36,889.87 

2,496.9& 



50,303.05 



36,626.17 

41,479.72 

245. 5» 

7,045.41 



490.30 



167, 824. 08 
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Statement of earnioy» mid vj'iteiiditnreH — C'ontiniii»d. 



189S. 



1H97. 



Increase. Decrease. 



KXPENniTrRE.s— contliuiwl. ' 

Panama RailrtMtd Stvamship Line: 

Steamer expenscH • $399, 459. 4o 

Replacement of boilefK and Hpecial n-palr^ J 57,000. 00 

Depreciation of Hteamers I 41 , 100. 00 



Agency expenHet* 
Charter of futeamerM. 



Joint railroad and hteamHhip ex{>enNes: 

General expenfieH 

Foreign agency expense}* 

LoN8e8 on cargo 

Drawliaclc on Colombian pi;p<iuce 

Republic of Colombia for nonextcnvion of 

road 

Lighterage 

Replacement of boilere and special rejmirs 

to tugH 

Depreciation of tngs 

Docks and wharves 

Real estate and repairs to ('olon buildings. 
Tal)Oga waterworks 



101.fil3.52 



r?70,097.:« 

57,000.00 

41.100.00 

101,622.62 

13,316.67 



599.172.98 5K^, 186.62 



97,8«»1. 15 
6,086.57 
5,589.24 

19, 528.4/7 



94,491.(^1 

8,405.56 

2:^,806.77 

19.102.12 



10.000.00 
97, 790. 52 


10,000.00 
105.804.28 


3,000.00 
2,100.00 
30,344.59 
16.446.71 . 
2,537.94 i 


3,000.00 

2,100.00 

34.981.75 

15.123.03 

30.872.37 



291.282.79 :«7,687.52 



Total oxi»enditures , 1, 390, 893. 19 1, 406, 233. 08 

I I ' ■ - — - — — - -- - -- ■— ^Z 

Earnings over ofK'rating exiwnses 



S29,3(tt.l3 ', 



16,086.36 



3,372.51 
420. 9.5 



1,323.68 



19.10 
13,316.67 



2,318.99 
18,217.53 



8,013.7t) 



4,637.16 

'28,334.43 

56,404.73 

15,339.89 



751,987.98 894,472.17 142,484.19 



Deduct fixed charges: > 

Subsidy to Republic of Colombia 25, 000. 00 j 25. 000. 00 

Redemption of subsidy bonds 121, 080. 00 j 113, 240. 00 



Interest op subsidy bon4s . -• 10;^, 920. 00 

Intereston sterling bonds 

Interest on first mortgage Iwnds 85, 241. 25 

Redemption of first mortgage bonds I 150, 000. 00 



7,8^10.00 



111,760.00 ' 7,840.00 

186.370.42 186,370.42 



22, 500. 00 
25, 728. 38 



48.5,241.25 \ 184,698.80 



62,741.25 
124,271.62 

642.45 



Net income 



266,746.73 i 409,873.37 ! 143,126.64 



Gross revenue receipts, expenditures and net eartiings for 1898, compare, as under, 
with those of 1897: 





' FArnings. 
1 $2, 300, 7a5. 25 


Expenses. 


Net earnings. 


1897 


$1,406,233.08 
1,390,893.19 


$894,472.17 


1898 


! 2, 142, 881. 17 


i 751.987.98 








Decrease in 1898 

Increase in fixed charges 1898 


: 157,824.08 


15,339.89 


142,484.19 
1 642.45 








1 


Decrease in profit 1898 


143.126.64 




p:arnings. 

Railroad. 




1 









The total net decrease of earnings of the railroad proper in 1898 as compared with 
1897 of $135,482.27, or 10.91 per cent, results principally from east and west bound 
freight and passengers. 

The large falling off was due to a continuance in 1898 of the disturbing trade con- 
ditions in Central and South America, which so seriously affected the company's 
traffic in 1897, as shown by the fact that decreases in cargo west bound over our road 
from all points to points on the Pacific coast aj^gregated nearly 30,000 tons, and east- 
bound cargo to all points from Pacific coast pomts shows a reduction of almost 13,000 
tons. This combined loss was, however, offset by important increases to and from 
particular points, resulting as shown in Table No. 4. 
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The mopt important decrease was in cargo, to points in Central America, of 21,000 
tons from Europe and 3,400 tons from New York. 

All official reports, consular and commercial, received from that territory confirm 

relative decrease in imports, thus accounting for our loss of traffic as not caused by 

version to other routes. 

The large decline in imports was owing to reduced production of raw products, due 
to revolutionary outbreaks, together with a fall in value of those products in foreign 
markets, added to a depreciation in silver (the money basis of the country), which 
resulted in disturbing credit and limiting purchase power. 

Decreases to and from New York were almost entirely due to the Spanish- American 
war, as the vessels of our steamship lines are of American registry. 

There was a decrease of 15.48 per cent in earnings on west-bound business, and of 
4.26 per cent on east-bound business. 

The following table shows the freight tonnage carried over the railroad in 1898 as 
compared with 1897: 

[Per ton of 2,000 pounds, or 40 cubic feet.] 

Year end- Year end- j j 

■ inKDe- ing De- increase Deo reiwP 
I cember cember Antrease.|iJeerease. 

31, 1898. ; 31, 1897. , 



I i 

Tons. Tons. Per cent. Per cent. 

Westbound 144,182 173,845' 16.82 

East bound 123,974, 117,306 1 6.68 



Total 268,166 290,651 7.74 

The gross earnings per ton moved on the road compare as follows: 



Year end 
I ing De- 
; cember 

I 31, 1898. 



West bound «3. 66 

East bound 3. 33 

Average 



3.51 



year end- 
i^lPf: iDecrease. 



cember 
31, 1897. 



.t. 



1 Per cent. 
93.68 I 0.54 

3.71 10.24 



3.69 4.88 



Decreases in west-bound tonnage occurred on traffic from Europe to Central Amer- 
ica, Mexico, San Francisco, and South Pacific ports to and including Guayaquil, 
while there was an increase on freight destined to Panama and South Pacific ports 
other than above. 

The total freight tonnage east-bound increased 6,668 tons, or 5.68 per cent, the prin- 
cipal increase being on traffic from South Pacific ports for both New York and 
Europe. The most important decreases were from Central America to Europe and 
New York, from Panama to Europe, and from San Francisco to New York, the last 
of 4,581 tons, or about 27 per cent, was the result more of inability to agree with our 
cocarrier upon effective rates to meet competition than to other trade conditions 
affecting our route, as shown by an increase New York to San Francisco of 3,198 
tons, or about 12 per cent. 

Table No. 4, attached to this report, shows origin and destination of the freight 
carried over the railroad, and Table No. 9 gives the classification of freight from the 
Pacific coast destined to all ports. 

Compared with 1897, the total tonnage carried over the road in 1898 shows a 
decrease of 22,495 tons, or 7.74 per cent, and the earnings a decrease of $132,513.70, 
or 12.35 per cent. 

Of the total tonnage carried, 53.77 per cent was west bound and 46.23 per cent east 
bound. In 1897 these proportions were 59.64 per cent and 40.36 per cent, respec- 
tively. 

Through freight amounted to 84.16 per cent of the total number of tons carried, 
against 82.93 per cent in 1897. 

In 1898 there was an increase of $128.45, or 0.58 per cent, on treasure; of $719.92, 
or 6.05 per cent, on excess baggage, and a decrease of $880.45, or 1.92 per cent, on 
niails. 

The following statements show the number of passengers carried and the passenger 
earnings. 
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COMPANY. 






ISW. 


18fl7. 


Increue. Dm™«. 




mtes 


fi,lll 


ptrcent. Fermi. 












117.804 


109, KM 




- 







Pasensereamingi 




1898. 1897. DecreKe. 




»25.10fl.90 S'27.O3O.60l 7.B 
58.198.07 ■ 59.210.86 , 1.71 








83,301.97 86.241. J6' 3.W 







Claaaiflcation. 


1898. 


1897. 


!„».«. 


■»,». 


FltKt clan: 


18. S9 


S8.B1 


ftTMnl. 


"TV 




2.« 




^^Thoieh' 















The number of first-flaas passengers carried shows a decrease of 243, or 4.75 per 
i^nt, and 81,023.70, or 7.12 per cRnt, in reveime. This falling off was occasioned Dy 
the effects upon the through passenger business of the Spanish- American war. 
There was an increase of 8,123, or 7.75 per cent, in the number of second-class ptiB- 
sengers carried, although there is a loss in revenue of $1,012.79, or 1.71 per cent. 



The earnings of the steamchip line show a decrease of $5O,30;i.O5, or 7.5 per at 
as compared with those of 1897. The increaseH and decreaaea quarterly are 
follows: 





ln„.^.. 


Decrease. 


Third ijiisrier 
fourth quartet 


SU364 01! 


'%%i 


iolal 


S2DS2 6B 


B2 5M.7J 



II \t^n\ti iiar sicaiiiera lij fiai 



I tbe penod 

I iL III t ]i[i| lunt being 
rtciir nie trnehngpuWiLha* 
1 the ^i>aniah lieet in the West 



.'II per rent, resulting from »" 
1 |)er cent an increase in t^W- 
■ssage service ami °^ 
1 and material for tQ^ 
I 111 eirmiiKB, to otfeet whioh tne» 
.7, or 16 J7 per cent, of $7,046 41, «■ 
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14.92 per oent^ for wharfage, Btorajj^e, and li^ht dues, owing to loss of through tonnage; 
snd of receipts from water supphed shipping, amounting to $41,479.72, or 72.92 per 
cent, chiefly because our service at Taboga waterworks, in Panama Bay, was discon- 
tinued after January. 

The following table will show the number of tons lightered during the years 1898 
and 1897: 




Tom. Tom. 

Merchandise : 142,686 178,212 

Lumber I 872 • 66 



•Coal 



1.963 



Total, 



146,871 



2,781 



176,009 



Increaiie. Decrease. 

Per cent. Per cent. 

17.71 

1,221.21 

28.12 

17.41 



EXPENDITI^KES. 



The revenue expenditures of 1898 and 1897 compare as under: 



Railroad 

SteamHhip line 

Joint railroad and HteamHhip expt'nHCfl 

Total expenses 



1898. 



$600,437.42 
699,172.98 
291,282.79 



1,890,893.19 



1897. 



$476,408.94 
683, 186. 62 
347,687.62 



1,406,233.08 



Increase. • Decrease. 



$26,028.48 I. 
16,086.36 '. 



$66,404.73 
16,339.89 



This table shows there is a decrease of $15,339.89 in total revenue expenditures 
against a decrease of $157,824.08 in earnings. 

This decrease in total expenditures, apparently so disproportionate to the loss of 
trafiic for the year, elsewhere herein accounted for, can be partially explained by the 
necessity for maintaining j^lant and service in an efficient condition in anticipation 
of resuming active operations, notwithstanding serious temjporary variations m the 
volume of traffic and, further, by increase in outlay for maintenance of way, struc- 
tures, and equipment, added to a temporary increase in cost of conducting transporta- 
tion, due to an advance of 25 cents silver per day to all classeH of silver pay employees. 



RAILROAD. 



CONDUCTING TRANSPORTATION. 



This account shows an increase of $13,200.36, or 5.35 per cent, due to the advance 
of 25 cents silver per day in wages above referred to. 



MAINTENANCE OP EQUIPMENT. 



The increase in this department, amounting to $2,512.10, or 3.73 per cent, is due 
almost entirely to extensive repairs to freight cars. 



MAINTENANCE OF WAY AND STRUCTURES. 



Reballasting road and renewing cross-ties and rail fastenings, begun in 1897, was 
continued in 1898, which, together with the increase in wages referred to. accounts 
for an increase in this department of $8,063.99, or 6.64 per cent. 



STEAMSHIP LINE. 

There is an increase of expenditure in this department, amounting to $16,036.36, or 
2.75 per cent, which is accounted for by the added cost of war-nsk insurance on 
steamers, which were continuously operated during the Simnish- American war, 
amounting to $37,031.21. But for this compulsory outlay, which caused an increase 
in steamer expenses of $29,362.13, or 7.93 per cent, there would have been a net 
decrease of aoout $21,000 in cost of operations between New York and Colon after 
making the same allowance in both years for ** replacement," "npecial repairs" to 
and ''depreciation in value" of steamships. 
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RepairH in deck and comtnissary departments of the steamers were $19,936.05 less 
than m 1897; against which there was an increase of $4,971.38 in engine department 
repairs; in cost of fuel of $2,841.61 ; labor on cargo, $8,606.02; labor on coal, $2,477.03, 
and wageK, $4,142.14, owing to steamers making 37 round trips in 1898 instead of 36, 
as in 1897. The increase in cost of lal>or on cargo was due to the larger quantity of 
freight handle<l and io overtime caused by turning the ships around more quickly. 

FLOATING E(iriPMENT. 

Owing to the discotitinuance during the year of our Taboga water service in Panama 
Ba^ consequent upon the installation there by the Pacific Mail Steamship Company 
of its own plant, the water launch and tugs lialhoa and Ancon have been Laid up, bdt 
kept in good repair. 

At Colon a new floating pile driver, 60 by 30 by 5 feet, with a drop of 50 feet, was 
constructed of wooden hull, copper sheathed. 

The lighterage plant was kept in good condition. 

JOINT RAILROAD AND STEAMSHIP EXPENSES. 



These exjx^nseH show a decrease of $56,404.73, or 16.22 per cent, for the year as 
compared with 1897, after making^ the same allowance in both years for ** replace- 
ment'* and ** special repairs," as well as for *' depreciation in value of tugs, etc. 
This is accounte<l for by a decreased outlay for losses on cargo, foreign agency 
expenses, lighterage (due to decreased tonnage lightered), repairs to docks, wharves, 
and cessation of Taboga water service. 

Increases resulted m certain items on account of clerical additions to agency and 
department forces. 

CAPITAL ACCOUNT. 

The $2,000,000 new 4} per cent first-mortgage sinking-fund gold bonds, issued on 
September 15, 1897, were supplemented by a further issue of $962,000, authorized on 
September 22, 1898. The total was reduced by the redemption, principal and 
interest, of 141 bonds, under the provision of the sinking-fund clause of the mort- 
gage. The following table shows the changes in capital account for the year: 



OutHtanding December 31 . 1897 

H per cent fiwt-mortgaKegold bonds iwued 



Capital stock. 



$7,000,000 



Total 

Retired during the year. 



7,000,000 



Outstanding December 31, 1898 
Increase 



7,000,000 



44 percent firrt- 

mort^^ige gold 

bonds. 



$2,000,000 
962,000 



2,962,000 
141,000 



2,821,000 
821,000 



The details of receipts and expenditures on capital account are shown in the fol- 
lowing table: 



Credit. 

CoNt of 481 flat and coal cars disman- 
tled during the year $85, 418. 66 

Depreciation of steamers and tugs. . . 43, 200. 00 

Balance, charges in excess of cred- 
itM 1,131,267.59 



1,259,886.25 



Debit. 

New terminal at La Boca $1,171,072.20 

La Boca branch, electric-light plant, 

office buildinsrs, etc 81, 386.02 

New floating pile driver 7, 428. 08 



1,259,886.25 



One hundred and twenty-one of the outstanding 1,732 6 per cent sinking-fund 
subsidy bonds were drawn in September and redeemed November 1. 

Continued progress was made auring the year in completing the new terminal port 
and pier at La Boca, in the Bay of Panama, which, as now almost finished, consists 
of a magnificent pier 1,000 feet long, 50 feet wide, constructed on 24 solid cement 
piers founded on bed rock, shedded its entire length, with 5 large steam hoisting 
cranes and one 15-ton derrick crane, with which to discharge or load 3 large ships at 
one time. 

Basins have been excavated alongside the pier of sufficient size to allow a free 
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movement of vessels of .'^,000 toiiH capacity, and to allow Buch \eme\B to Ihj wafely 
berthed there at all 8tageH of a tide which ha» an average rise and fall of 21 feet. 

Cargo will be rapidly transferred directly to and from c^rn on the pier, which is 
connected by a branch road with the main line. 

On the pier and mainland axljoining there have been newly constructed and 
installed an ample train yard, water plant for pier and Hhi()H, electric- light plant, 
treasure vault, telephone and telegrapn linen, track scale and engine shed, and office 
buildings. 

An experienced working force \» on the ground, and the port captain and freight 
agent's residence is near by. 

It was estimate<i in 1897 that the total cost of construction for the i>ort, pier, and all 
appurtenances would l)e $1,389,000, and it is to be noted that that figure has not been 
reached, expenditures made or contracted to be made amounting to $1,288,597.40 for 
the perioii covere<l by this report. 

Of this indebtedness but $36,138.18 appeared in the company's balance sheet for 
December 31, 1897, that amount only having been duly verified and recognized in 
account up to that date. 

During 1898 indebtedness to the Panama Canal Company for construction of the 
almost completed terminal was regularly established in account up to July 1, 1898, 
amounting to $1,139,586.22, which amount was later re<luced, by payment of interest 
up to that date, to $1,098,617.88. 

Of this amount $962,000 is due in 1902, unless yiaid earlier at the company's option, 
and is secured by the deposit of an e([uivalent numl)er of the company's new 4J per 
cent gold bonds. 

The balance, $136,617.88, is due in 1900, and can be easily met from current earn- 
ings. 

At this writing the pier, with its accessories, is ready for a(;tual operation; in fact 
a lar^e number of launches have already been discharged there. 

It 18 expected that arrangements will be shortly consummated with connecting lines 

Providing for the permanent discharging and loading of their steamers at the pier 
ereafter. 

A large number of flat cars, required for traffic in connection with active canal 
operations prior to 1890, which, since then, not being in use, had become unservice- 
able, were dismantled, and their (jost, less the valufe of material remaining, written 
off of capital account to profit and loss. 
These cars had not a})peared in rolling stock equipment reports since 1894. 

Assets and Lfahimties. 

Statements A and B show the financial condition of the company December 31 , 
1898. 

The balance to the credit of profit and loss account of $2,971 ,448.51 is represented by 
assets and expenditures, as follows: 

Capital assets: 

(.'ost of road, real estate, and ecjuipment $9, 778, 905. 81 

New terminal at La Boca 1 , 207, 210. 38 

Jja Boca branch, ele(!tric-light plant, office build- 
ings, etc 81, 386. 02 

Steamers AlliangUf Advance, and Finance 287, 969. 27 

Tugs, lighters, and floating pile driver 451, 107. 56 

1 1 , 806, 579. 04 
Capital liabilities: 

Capital stock $7, 000, 000. 00 

4 J per cent twenty-year sinking-fund 
gold bonds (less 962 bonds in 

treasury ) 1 , 859, 000. 00 

Due contractors, new terminal at 

lABoca 1,098,617.88 

: 9,957,617.88 

Capital assets over liabilities $1, 848, 961. 16 

Other assets and expenditures: 

270 6 per cent Panama Railroad Company's subsidy 

bonds 270, 000. 00 

Expenditures for replacement of l>oilers and special 

repairs to floating equipment 33, 989. 1 2 

303, 989. 1 2 
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Butidry a<x;ountH n*ceivabk* atul coal and irappliee on 

hand $388,948.96 

Sundry liabilities 261,773.31 

Balance $137,170.65 

Catfhon hand and with \m\kH 881,327.58 

Total 2,971,448.51 

(iKNKRAL RBMABK8. 

During the period from 1894 to 1898, 4ncluHive, the percentage of operating expenses 

to gross earnings was as follows: 

Per cent. 

•1894 69.93 

1895 61.63 

1896 53.94 

1897 61.12 

1898 64.91 

The cBUseH of the increase in oixrating expenses were: 

First. The appropriation of large sums for depreciation of the company's floating 
equipment. 

Second. ImiK»rtant increases in expenditures for maintenance of way and structures 
bcMnni in 1897 and continued in 189K. 

Third. Increa^4eH in expenses due to a^lvance in wages to silver-pay employees on 
the Isthmus. 

Fourth. Increase in cost of operation of the company's steamship line due to war- 
risk insurance. 

The company's a(*counts since itn incorporation in 1849 tr> December 31, 1897, have 
been exammeci and certified as correct up to that date by expert accounting. 

The traflic affairs during the year call for no further special mention than is con- 
tained in the statistical statements to be found appended hereto concerning freight 
and passenger business of the railroad and steamships, with information as to the 
earnings and expensee, also statements regarding the railroad and floating equipments. 

During the year the company has, l)een free from serious accidents of any kind, 
either on the railroad or the steamships. 

1 take pleasure in acknowledging the hearty support and cordial assistance of the 
company s officers and employees in the performance of my duties, and in testifying 
to their efficiency and loyalty to the company's interests. 
Respectfully, 

£. A. Drake, 
AmMant Oeneral Manager. 



Table A. — Balance sheets Deremfper 31^ 1898 

RESOURCES. 

Cost of road, real estate and equipment 99, 778,906.81 

New terminal at Ijbl Bo<;a 1, 207,210.38 

La Boca branch, electric- light plant, office buildings, etc 81,886.02 

Floating equipment: 

Steamers AUianQa, Finance, and Advance reduced value 

December 31, 1897 $329, 069. 27 

Depreciation fund 41, 100. 00 

$287 969.27 

Tug and lighters, reduced value December 31 , 1897 445, 779. 53 

Depreciation fund for tugs 2, 100. 00 

448.679.63 

New floating pile driver 7, 428. 03 

739, 076. 83 

Total ! 11,806,579.04 

BondH in treasury: 

270 6 per cent Panama Jiailroad Comi>any sinking-fund Hul>Hldy bonds. 270, 000. 00 
962 4i per cent twenty- vear gold Kinking-fund bonds 962,000.00 

l,282,OOO.t)0 

On deposit with financial agents for redemption of bonds: 

6 per cent subsidy bonds 12, 000. 00 

44 per cent gold sinking-fund bonds 691. 32 

12.691.52 

Advanc-e of subsidy U) Republic of Colombia 1,611,000.00 

Fund for replacement of fK)iIers and special repairs to steany^rs and tugs 83,989.12 
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Current ameU: 

Cash in bank and with agentu 9681 , 827. M 

Coal and Kupplieiion hand 135, 149. 00 

Due from connecting companieH 128, 165. 20 

Due from United States Government 14,984.69 

Due from companiefl and individualfi 78, 795. 15 

Accrued interest on deposits 1, 596. 84 

Accrued interest on securities owned 2, 700. 00 

General average accounts 15, 614. 12 

Unadjusted accounts 21, 998. 96 

11. 070, 271. 54 



15,766,581.22 



LIABILITIES. 

Capital Stock 97,000,000.00 

4i per cent twenty-year sin king-fund gold bonds (authorized isHue, 94,000,000) : 

Issued to date 92,962,000.00 

Redeemed and canceled. 141, 000. 00 

2,821,000.00 

Total capital stock and mortgage liabilities 9, 821, 000. 00 

6 per cent gold sinking-fund subsimr bondsa 1, 61 1, 000. 00 

Due contractors, new terminal at La Bcx-afr 1,098,617.88 

6 per cent gold sinking-fund subsidy bonds drawn, not presented for 
payment: 

Drawn in 1897 1,000.00 

Drawn in 1898 12,0iW).00 

13,000.00 

Accrued interest on bonds: 

44 per cent twenty-year gold bonds (1869 bonds) 20, 913. 75 

6 per cent subsidy bonds 16, 110. 00 

37,023.75 

Funds for redemption of b^mdn: 

44 per cent twenty-year gold bonds 68, 191. 52 

6 per cent subsidy bonds 69, 165. 00 

132. 366. 52 

Dne Republic of Colombia: 

Department of Panama 21, 875. 00 

Government of Colombia 1, 666. 67 

28, 541 . 67 

Current liabilities: 

Isthmus drafts not presented 21, 860. 84 

Coupons not presented 5, 188. 80 

Audited vouchers , 80, 325. 60 

Unclaimed dividends 307. 00 

Due deceased or missing empJoyees 1, 421. 15 

58,542.89 

Balance to credit of profit and loss 2, 971, 448. 61 

16,766,581.22 

Table B. — I^ofit and Iosh account^ December Sl^ 1898. 

DEBIT. 

To operating expenses 91, 890, 898. 19 

Fixed charges 486,241.26 

Cost of 481 nat and coal cars dismantled during year, less value of material fit for 

use 85,418.66 

Adjustment of coal, machine shops, and supply accounts 65, 661. 04 

Difference between coffee and cocoa rebates of previous years, and amounts set 

aside out of earnings to meet same 6,187.17 

Expenses, 44 per cent twenty-year sinking-fund gold bonds 3, 592. 40 

Uncollectible and old accounts, charged off 509. 65 

Balance, assets over liabilities, December 81, 1898 2, 971, 448. 51 

4.997,801.87 

a 1.611 6 percent gold sinking fund Hubsidy bonds, of 91,000 each, amounting to 91,611,000, issued 
Vovember 1, 1880, fall due November 1, 1910. 

bOi this amount 9962,000 will become due in 1902 and is secured by an equivalent amount of the 
^mpany's new 44 per cent Ixmds as collateral; 9113,792.98 becomes due March 81, 1900, and 922,824.90 
11 June 80, 1900. The total may be reduced in the meantime at the option of the company by pay- 
ments on account. 

To meet this bonded indebtedness, 9225,000 annually of the Colombian (rovemment subsidy was 
»ledgcd till March 27, 1908, the Hame to be applied bv the company: First, to the f)aymentof the 
titerest, and second as a cumulative sinking fund for the redemption of the principal; the bonds to 
>e drawn yearlv in S<;pteraber to an amount equal to the then surplus of the subsidy sinking fund, 
he drawn bonds to be paid on November 1, after each drawing, and thereby redeeming the whole 
^sue in 1908. 

S. Demino, TreoHiirer. 
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New York, 3fai-cli 2S, VM. 
T'J llie .yoft/iiiWc™ of the Pumtnii HtiUrtiad Compuiin. 

(jestlemkh: I present for your (■onsideration the report of the general niwiager, 
anil the atu'om ponying statement of earning and expenditures for the calendar yeu 
1S69, and the treasurer'^ balance sliet^t and tranecript of profit and lo^ account 

In addition to the eouiplete statement of the companv'a biieinesa fiirntHheil hv tlie 
reporW attachinl I ma\ call to your attention that — 

The new 4J per lent hr^t mnrtcajre fspM bonds ha\e betn rethiced by rwWmplJori 
aa provided )u ihe uikin. mini . hiii-t irojTi *.2 SJI ixiii |ii«„>tsi (KIO , t -mhiwmla 

Thebpii Jii ijl I I r I I f r In II r ilimptliinM 

provided I i m li liiinil' 

Dunnj. 1 1 I I I 1 il La Bocs 

naHannuMh i |i i • \ ir I | n t i m i m xrthelFee 

work hi-- I II I III il>epeiim„ rlie '-ei apiiroii li in ami thi" baaina 

adjoiiHii. il I tie evtii largei aiuiif tlidii now oall at Panama 

\anr\iv I ^pp^oach hj the United ''tatea Hydrographir els'* 

hap jusi I I thi- pubhcation nf charts la expected 

The d. \ I I I lint traffic has iiitreased the number of Bteainah^J 

lines < IV 1 I rLs north ot Panama, some of which are seekinK to 

oblige till I III Ml general through ml i i ng prm leges It is a part ol 

the comi m i i i the number ot its (ocarners on Iwith " '"■" 



expires bj hmitatu 
a dp\elo]impiit nf tli 



Hk!m 



r 1, 



ig at th« 
Mail Steamship Compiny 

I nUaiitaijKi lertain to result from 
the construction of at least thiee 

trade m tact such action le rwi 
iresent business ajjainst mtrewinS 
in traffit whiih is a^iireil 
iriimi/ed and placeil in (harjiBDi 

II ' n [ I bi i,ir jnd a 






Thetoinpan> hat- airaiiRed to remote its New York ofhce« to No 24 State tw| 
on Mav I next, and to ( oiisolidate tliere its present force ot general and pier iilEi-*" 
emplojees so as to afford littter faiibtie- to our patrons and rtdme evpenees 

I rtftriou totlie in iniipinMli. ii imrt- for further uirtiiiilarv 

Rippntfiilh MibiiMttul 

1 I nn Mil. SniM^N, /, ^Jii'l 



1 1 of the hu^inesa and ope 
liii; December 3!, 1899, ai 
at tlie close of the year- 



J 
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The operations of the year show the following results: 

Statement of earnings and expenditures. 



EARNINGS. 

ilroad: 

Colon to Panama- 
Freight 

Treasure 

•Malls 

Extra baggage 

Passengers 



Panama to Colon — 

Freight 

Treasure 

Malls 

Extra baggage. 
Passengers 



Total earnings of railroad , 



Panama Railroad Steamship Lines- 
Freight 

Treasure 

Malls 

Extra baggage 

Passengers 

Miscellaneous 



Joint railroad and steamship receipts- 
Interest and exchange 

Lighterage 

Water supplied shipping 

Rental of property 

Wharfage, storage and light dues. . . 

Telegraph 

Miscellaneous 

Earnings of machine shops 

Profit on coal and materials 



Total earnings 

EXPENDITURES. 

>erating expenses of railroad- 

General expenses on Isthmus 

Conducting transportation 

Maintenance of equipment 

Maintenance of way and structures. 



"»Jina Bailroad Steamship Line- 
Steamer expenses 



Agency expenses 
Charter of steam( 



steamers. 



•'Dt railroad and steamship expenses- 
General expenses 

foreign agency expenses 

}^owe« on cargo 

}7*^back on C!olombi^n produce 

{Jtemge 

Jocks and wharves 

jf*al ertate and repairs to Colon buildingK. 
Uboga waterworks 



1899. 
S526. 382. 19 


1898. 


Increase, t Decrease. 


«.527. 872- 84 




91, 490. 66- 


6. 668. 44 5. 129. 68 


$1,638.81 
1,98L83 




41.648.47 1 39.667.14 




6,827.62 ' 7,926.61 


1,098.99 


30,677.08 41,811.64 




11,134.46 








612.203.80 i 622,407.76 




10. 203. 9& 








1 
427,666.12 413,016.60 


14,639.62 


■ 


16,702.09 17,229.26 


' 1, 527. 16- 


4,871.68 , 5,276.11 




403.53 


6,664.88 ' 7,089.22 




1,474.34 


32,969.39 41,493.43 




8,624.04 








486. 763. 06 484. (M. 61 


2,710.46 








1,098,966.86 1,106,460.37 




7, 498. 51 








694,131.92 478.731.82 


116,400.10 




7,502.21 10,037.97 


2, 636. 76 


63.189.72 : 60.917.78 


2.271.94 

664.21 

26,729.80 

766.86 




1,949.86 1.286.64 




100,621.00 74,891.20 
6.076.38 4.319.63 










762,470.08 j 620,183.94 


142,286.14 






43,290.46 77,661.39 




34,360.93 


182. 819. 18 181 . 978. 01 


841.17 




13.844.20 15.406.42 


1,562.22 


16.761.63 


16,848.46 
40,180.16 
10,966.66 
1,668.67 
36 420.1. *i 




96.92 


38, 092. 13 




2, 088. 02 


3, 633. 86 




7, 322. 80 


1.680.84 


22.17 




11,971.02 


24, 449. 18 


21,621.81 1 36,236.97 




13, 615. 16 








333.6a'>.02 416,236.86 




82. 631. 84 




^.^_ 




2,196.041.96 'i. 142.8H1.17 


52, 160. 79 











42,090.14 

278,961.09 

71,269.44 

95,420.62 



41,036.49 
269,886.66 

69,919.09 
129,695.18 



487,741.19 I 500,437.42 



1,053. 6G 

19,074.43 

1,360.35 



421,962.82 

110,362.40 

47,615.38 



899,469.46 
101,613.62 



679,830.60 i 501,072.98 



94,622.88 

6,639.81 

2,272.81 

21,081.82 

111,270.28 

22,111.76 

16, 792. 46 

20.00 



97,864.15 

6,086.67 

6, 689. 24 

19,623.07 

97,790.62 

30,344.69 

16,446.71 

2.537.94 



22,493.86 

8,748 88 
47,516.88 



78,767.62 



653.24 



1,668.76 
13,479.76 



346.76 



274,811.81 i 276,182.79 



Total operating expenses 

*wuingg over operating expenses. 



1,342,383.60 I 1,277,693.19 



64,690.41 



862,658.36 I 866,187,98 



34,174.66 



12,696.28 



3,241 27 
3," die.' 48 



8,232.84 
'2,'5i7.'94 



1,370.9» 



12,529.62 
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.«. 


,m. 1 increa^. 


DMcew. 


BiPEN iiiTi- B ES— ton lliiued . 




110,000.00 

■j'looioo 








^;mi:oo 




m.so.ix 










Keplacemont ol boilers and special repaln 


3,oa).uo 


3,000,00 






























Fixed chaises— 


25,000,00 

««i660!00 
«0,4I6.00 
1W,000.00 


25,000.00 
121,080.00 
lOK. 930.00 

86,241,25 
150,000.00 






















RedempUoQ of flrat inortgKge bonds 












480,415.00 


485.241,25 












Tolftl— Taxeo, approprlsllons and fixed 


»7,1M,&9 


,W8,441.'J8 




41 rats 








295,231,77 


266,740,73 


28.4ffi.04 













?r™ii!i* 


over npemt- 


preclatlons, 


lug!. 


189S 


K,ia%wi.% 


ll.ai-i.38S,fiO 


*8,W,6,'ifl.36 
a66,lB7.9« 


177,011, S9 


t!!:S 






64,890.41 












J6,i88.4! 










■ 4,8».» 



The total net decrease of eaminga of the railroad proper in 1899, as compared wi'^ 
1898, of $7,493.51, or 0,68 per cent, rtisults principally from a decrease in nambeT oi 

1 car^o from points in Central Ameriis •" 
I'L't' iniTi'a;!^ in buainesB from and to NM 

!■ I ;i;, .■,-■.. ii,IIO0 tons, to South Pa^iflc pM« 
-or.ih Pai^ifie ports 15,000 tons, 
'!:;> nil west-hound busineffl, SI"*' 

iiiUTiafje tarried over the railroad in 18W*» 
iNuu i 1J19B Incfease I^^Sf 
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The grofls earaings per ton moved on the road compare a« follows: 



' Year 

i ending 

. Decern- 

I berSl, 

IrfvV. 



Vfett bound 
East bonnd. 



Year 
ending 
Decem- 
ber 31, 



Decrease. 



8.04 ! 



$3.66 
3.33 



Percent, 
1.91 
8.71 



Average 



3.32 



3.M ; 



5.41 



Table No. 4, attached to this report, shows the origin and destination of the freight 
carried over the railroad, and Tame No. 9 gives the classification of freight from the 
Pacific coast destined to all ports. 

Compared with 1898, the total tonnage carried over the road in 1899 shows an 
increase of 19,244 tons, or 7.18 per cent, and the earnings an increase of $13,148.87, 
or 1.40 per cent 

Of the total tonnage carried, 50.97 per cent was west bound and 49.03 per cent 
eastbound. In 1898 these proportions were 53.77 per cent and 46.23 pier cent,, 
respectively. 

Through freight amounted to 85.85 per cent of the total number of tons carried,, 
against 84.16 per cent in 1898. 

In 1899 there was an increase of $1,577.80, or 3.51 per cent, on mails and a decrease 
of 12,573.33, or 17.19 per cent, on excess baggage. 

The following statements snow the number of passengers carried and the passen- 
ger earnings: 



Clamiflcation. 



'Number of paMiengera carried. 



1898. Decrease. 



Pint clam. . . 
Seeond class 

Total.. 




, Per cent. 
4, 868 18. 11 

112,986 39.79 



117,804 



38.68 



PasHcnger earnings. 
1899. 



•23,713.85 
89,933.12 



63,646.47 



1898. 



925,106.90 
58,198.07 



83,804.97 



Decrease. 



Per cent. 
5.66 
81.38 

23.60' 



Average receApt for passenger. 



Classiflcation. 

Yint^lasH passengers: 

Through 

Local 

■eoond-class passengers: 

Through 

Local 



The number of first-class passengers carried Hhows a decrease of 638, or 13.11 per 
«ent, and $1,393.55, or 5.55 per cent, in revenue. 8econd-cIa«8 passengers show a 
decrease of 44^934 in number carried, or 39.79 j)er cent, and $18,264.95 in earnings, 
<w 31.38 per cent. 

STEAMSHIP LINE. 



1899. 


1898. 

$8.89 
2.91 

4.59 
.49 

• 


Increase. 


Decrease. 


$8.85 
3.07 

4.70 
.54 


Per cent. 


Percent. 
0.45 


5.50 


2.40 
10.20 









The earnings of the steamship line show an increase of $142,286.14, or 22.94 per 
JKit, as compared with those of^ 1898, due mainly to the increase in traffic to and 
^fom San Francisco and South Pacific ports. 

All classes of earnings, except treasure, show an increase, the moHt important being 
2. freight eamii^s, of $115,400.10, or 24.11 per cent, and passenger earnings of 
'25,729.80, or 34.36 per cent. 
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JOINT RAILROAD AND 8TEAMHHIP RECKIPT8. 

Thene receipt Bhow a decrease of $82,631.84, or 19.85 per cent. 

Last year's receipts incliide<l the accumulated earnings for three years of machine 
shops and from sales of coal and materials, which accounts for the apparent decrease 
this year of $38,064.29 in those receiptn. 

The decrease in interest an<l exchange of $34,360.93 is due principally to the 
change in our accounting rate for convernion of Colombian silver mto united States 
gold. 

Although telegraph receiptn decreased $7,322.80, as compared with those of 1898, 
in which year there was an increase of $7,803.40, due to war-message service, the 
receipts for 1899 of $3,633.85 are alxiut the average of other years. 

The following table will show the nuinl)er of tons lightered in Panama Bay during 
the years 1899 and 1898: 



' Tom. 

MerclmndiHe 1 147, 663 

Lumber ' 863 

€oal 6,904 

Total 4 ; 164,430 



189H. TncreaHe. 



Tom. Per cent. 
142,686 , 8.60 

872 i 

1,968 200.76 



146,371 



Decrease. 



Percent. 

i'ds 



6.28 ... 



Expenditures. 
The revenue expenditures of 1899 and 1898 compare as under: 



1899. 



1898. 



Increase. 



Railroad , $487,741.19 

Steamship line , 679, 830. 60 

Joint railroad and HteamHhip expenses 274, 811. 81 

Taxes and appropriations 77, Oil. 59 

Total i 1,419,395.19 



8500,437.42 I 

501,072.98 i 878,757.62 

276,182.79 

118,-200.00 , 

1,390,893.19 28,502.00 

I 



Decrease. 



$12,696.2? 

■ •«•••••••* 

1,370.94 
36,188.41 



This table shows there is an increase of $28,502 in total revenue expenditures 
against an increase of $52,160.79 in earnings. 



RAILROAD. 



CONDUCTING TRANSPORTATION. 



This department shows an increase of $19,074.43, or 7.34 per cent, due to the 
advance oi 45 cents, silver, per day in wages of freight handlers and to the increase 
of 19,244 t6ns in total transported. 



MAINTENANCE OF EQUIPMENT. 



These expenses show an increase of $1,350.35, or 1.93 per cent over 1898, due to 
extensive repairs to freight and passenger cars. 



MAINTENANCE OP WAY AND STRUCTURES. 



The extensive repairs and improvements begun in 1897 and continued in 1898 have 
been completed this year, and with a decrease in these accounts amounting to 
$34,174.66. 



STEAMSHIP LINE, 



There is an increase of expenditure in this department amounting to $78,757.62, 
or 15.72 per cent, which is accounted for by the cost of chartering additional steam- 
ers to carry increase of 34,925 tons, and other expenses incidental thereto. 
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JOINT RAILROAD AND 8TEAM8HIP EXPENSES. 

expeuses show a decrease of $J ,370.98, or 0.50 per cent. There were decreases 

al expenses of $3,241.27; losses on cargo, $3,316.43, and repairs to docks and 

of $8,232.84, which were offset bv increase in lighterage expenses of 

re. 

(;eneral remarks. 

a: tiie period from 1894 to 1899, inclusive, the percentage of total expenses to 
'Dings was as follows: 

Per cent. 

69.93 

61.63 

- 53. 94 

eluding taxes and appropriations for depreciation, etc. ) 61. 12 

eluding taxes and appropriations for depreciation, etc. ) 64. 91 

eluding taxes and appropriations for depreciation, etc. ) 64. 66 

ear has been remarkable for a progressive increase in the price of materials 
)lies of every kind, and also in the wages of laborers on the Isthmus, 
isturbed political conditions in the Republic of Colombia have resulted in 
; the number of natives available for service, rendering it necessary to 
bout 50 men from Fortune Island to help in handling cargo until the return 

5 the summer yellow fever prevailed in South America, and was introduced 
ama by the soldiery and other arrivals. Yet it did not affect the citizens 
ad among the employees of the railroad company or those of the canal com- 
^evertheless the fear of infection did have a baJi effect upon the passenger 
of your road, which was also diminished by the lessened activity of the 
uipany. 

bruary 1, 1899, it became necessarv to raise the wages of common labor 45 
ver, per day on the Isthmus, in addition to the increase made March 16, 1898. 
• these circumstances economies which would otherwise have been expe- 
io not appear; yet by an increase in the tonnage transported the cost per 
been materially lessened. Although there was a decrease in the earnings of 
Iroad from tonnage delivered to the European lines of $69,000, the increased 
delivered to vour own steamship line, amounting to 34,130 tons, resulted in 
'. $100,390. 

;ain has been secured at an excessive cost by a weekly service which com- 
le chartering of foreign ships, no American bottoms having been obtainable, 
results demonstrate that it is important to the success of your property to 
the tratfic by vessels of your own, capable of handling much more tnan the 
tonnage of your steamship line. 

nportant improvements carried out upon the track and roadbed of the rail- 
•ing the past two years have placed it in a condition to be maintained for 
ars with a minimum of expenditure; the rolling stock, buildings, and floating 
nt now require similar attention, but involving only a comparatively smaH 
? shops and warehouses having been extensively repaired during this year. 
:hine for the destruction of weeds and grass in the track by sprinkling them 
solution of arsenic and saltpeter has been put in use, with results which 
an economy in the maintenance of way. 

remises of the railroad company at Colon are now lighted iJy current sup- 
in the plant of the Colon Electric Illuminating Company to the railroad 
^'s wires, under a contract. 

ihces for the train dispatcher, road master, and land department have been 
idjacent to the general offices at Colon, removing them from the floor of the 
ise, where the space was required for the storage of coffee and other cargo, 
assenger station has also been built at Colon. 

)st of these improvements has been charged to " Repairs and renewals." 
ims which have been heretofore appropriated on account of the depreciation 
loating equipment appear unduly large to be continued, in view of the 
d value of such property at present, and it will be seen that a smaller charge 
I determined upon as ample to accord with the actual condition of the steam- 
d tugs. 

)f thQ lighters will be condemned this year; the others are being put in good 
a. Two locomotives have been dismantled this year, the boilers having been 
the machine shop. 
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iHttention in inviUnl to the chsiveH i>aid to tlio Colombian Government In a^ldi- 
tion to the annual payment in ('aHii oi |2^,0()0, thiit comnany han tranMported free 
■everal train loads of troops for the MuppresMion of the rebellion, and 9,511 perifons on 
paasefi imued by the (tovemnient. Bemdes, accordins to the contract with the Gov- 
ernment, we have transported 24,500 tons of Colombian produce at half the regular 
rates, one-half of the charges lieing refunded in drawt)m:Ks. 

The officers and employees of the company are entitled to the thanks of the Ixmrd 
for their devotion to trie (!om|)any's inten'sts. 

Respectfully, Chaklrs Paine, General Manager. 

Table A. — lUdance Hheet^ December ,1 J f 1899. 

RKIMlURCRfl. 

(^Nit of roAfl, real i*MUit4*. and e<iulpin(!tit Vi,Tli,%\.U 

New terminal at La Boca 1 , JWW, 81ft. 91 

Ia B<M'a branch, I'lectric-liKht plant, offlrt* bnlldlnfrii. eU? 92. 807, 7K 

Floating equipment: 

SU'ameni AUUmm. Finanre, and Advanrr., ruducfd value, 
I)i>(!cmlN'r 81 . IHW rw7, W3. 27 

Deijrwrintlon fund 20,660.00 

r«7,41».27 

TuKN and liKhicni. rinlucpd value, I>c(;eint>er 31 . 180K 448, 679. 68 

Depreciation fund for ttiR" 2, 100. 00 

441 , 679. 68 

708,998.80 

Total n,962,684.2S 



1,1 46, 980. 00 



BondN In treuHury: 

247 6 per cent Panama Kailroa<1 (k>mpany ninkinK fund Hutmidy tx>ndM. 247,000. 00 
989 ik per cent twenty-year gold olnklng fund bondn 989, 9H0. 00 

(>n depoidt with financial avcntM for redemption of bondn: 

6 per cent mibNldy U>ndN ^ 12,000. 00 

4| tier cent gold HinktuR fund t>ondN 1 , 268. 88 

18,a«8.» 

Advance of MUtmldy Ui Republic of Colombia 1, 4«2,000.(» 

Current aiwetM: 

CaNh in bankitand with afenm HW,006.14 

Ck>al and NUpplten on hana. 161, 276. 74 

Due from connc<^tinK companlew 96, 740. 49 

Due from United Htateii Qovenimcnt 16,421.60. 

Due from c^>mi>anleH and individualit 144,OflO.Hl 

Accrued int^rent on depofiita 6, 8H6. 67 

Accnied inteniit <»n NecurltieM owned 2, 788. 76 

General avcraKc H<;c^>untH 14,671.99 

tJnadJUNterl eniamutH 68, 100. 96 

1,387,423.14 

16,082,301.20 
LIAHIUTIKH. 

(Capital HttM'k r, 000,000.00 

4| per cent, twenty-y<$ar idnktng fund gold Ix^ndN (HUthori/cd iMNue, 
•4,000,000) : 

iMue to date (2,962 bfmdit, Icmi 141 bondM pritviouMly redeemed) 82,821,000.00 

lAitw drH wn for redemption in 1899 140,000. 00 

■ 2,681,000.00 

Total catiital niock and mortKiige liabilitleN 9,681,000.00 

6 iwr cent gola Hinking fund mibMiny bondH« 1,482,000.00 

Due controctom, new U'rminal at I^a Bo(!a f> 1, 179,924.96 

BondH drawn for re<lcniption not orcMintcd for payment: 

4| per cent, tw<;niy-year gold rH>nd 1, 072. 60 

6 per c(!nt MUtwidy bcmdn 13, (WO. 00 

H,072.«> 

Accrued tntercNton tK)ndM: 

4k per cent, twenty-year Kold bfindM ( 1,7«3 bondn) 19, 883. 76 

6 per cent HuMdy tK>ndH 14, 820. 00 

84,668.76 



«1.482 6per <;etit gold NinkitiK fund NubMidy tKindx of 81,000 each, amounting to 91,482,000, iMtted 
Novemb«jr 1. 1880, fall due Novembc^r 1. 1910. 

To meet tniH bonded indebt<!dtH'HN, 8226,(MX) atinuallv of the Colombian Government mibfidy wbi 
pledged till March 27, 1908, the Mime to be applied by the (company, t\ni. to the payment of the Inter 
(iMt, and Micond, aM a (iumulative Kinking fund for the redemption of the principal; the bondi to be 
drawn yearly in HepUnnber to an amount (tqual to the then Muri>luHof the HUlMidy Hhiking fund, tbe 
drawn bondH to be paid on November 1 aft(!r each drawing, and thereby redeeming the whole MRU 
in 1908. 



6 Of thlH amount 891(>,000 will become due in 1902. and Ih HccMired bv an <;quivalent amount oi the 
)mpany'H new 44 t>er cent bondM an collateral; $118,792.98 b(;(;omeM due March 81, 1900, 122,824.90 oo 
June :K), 1900, and 8127,307.08 an December 31, 1900. The t«)tal may be reduced in the melintiroeat the 



S. Dbmino, Treoiurer. 
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redemption of bonds: 

tsent, twenty-year gold bonds 162, 691. 3S 

ent subsidy bonds 69,796.00 

fl32,48«.83 

>lie of Colombia: 

mient of Panama 21, 875. 00 

unent of Colombia 1, 666. 67 

2»,541.07 

eplacement of boilers and spei'ial repairs to tugs 9,00O.W 

kbilities: 

IS drafts not presented 21, 963. 88 

IS not presented 3,235.00 

d vouchers 57,428.50 

med dividends 307.00 

Hseased or missing employees 2, 289. 17 

86,228.06 

• credit of profit and loss » 3,390,398.94 

I .16,032,801.2ft 

Table B. — Profit and loss account^ December Sl^ 1899. 

DEBIT. 

ng expenses $1,342,383.60 

and appropriations for depreciation and special repairs of steamers and tugs. 77, OJl. 60 

charges 480.416.00 

2 locomotives, dismantled during the year, less value of parts fit for use 10, 182. 10 

ment of accounts of previous years 6, 976. 89 

ectible accounts written oflf 123. 86 

,'e, assets over liabilities, December 31, 1899 3, 390, 396. 94 

1 5,306,490.47 

CREDIT. 

e, December 31, 1898 $2,971,448.61 

earnings 2, 196, 041. 96 

cent, twenty-year sinking fund gold bonds redeemed 140, 000. 00 

1 5,306,490.47 

b. 1. — Comparative statement of operating expenses of railroad for the years ending 

December SI, 1898 and 1899. 



cpenses on the Isthmus: 

sising 

rams 

al service 

expenses 

IS of officers 

ts of clerks and attendants 

3xpenses, stationery and printing 

expenses 

1 

g transportation: 

ising 

ig wrecks 

iers and firemen 

)r locomotives 

;s to persons 

-Colon and Panama stations 

low, waste and other supplies for locomotives 

house men 

ntendence and clerks 

men, yardmen, and yard watchmen 

I agents and clerks 

I supplies and expenses 

lery and printing 

conductors, baggagemen, flagmen, and brakemen 

supplies and expenses 

apn expenses 

supply for locomotives 

expenses 

• 

I 



1899. 



7, 

2, 
12, 
13, 

1. 

3, 



S15.60 
880.34 
597.02 
930.00 
331.08 
286.24 
615. 77 
434.09 



1898. 



42,090.14 



1, 

22, 
24, 

96, 

1, 

5, 

3, 

26, 

61, 

5. 

2, 

16, 

2, 

6, 

2, 



262.40 
25.88 
391.26 
521.30 
171.84 
536.49 
504.86 
143.05 
159.90 
346.16 
842.04 
495. 15 
531.76 
341.04 
122.85 
968.99 
727.39 
868.73 



278,961.09 



$14.50 

59$. 81 

6,289.09 

11,406.18 

12,880.60 

l,826w8S 

5, 133.18 



41,036.49 



1,423.00 

39.41 

22,637.86 

27,224.47 

78. 4« 

73, 287. or 

1,507.09 

5,128.32 

4,201.87 

29,306.16 

60,623.44 

2,943.40 

2,643.23 

15,982.34 

2,014.12 

6,143.20 

3,992.96 

869.94 



259,886.66 



N BY — 05- 



■18 
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Table No. 1 . — CouqHiraiive Matemetit of operating expenses of railroad for the years ending 

December SI, 1898 and i^Pf^— Continued. 



Mftintenanee of equipment: 

Repairs of freight oars 

Repaint of locomotiven 

RepairH of pasHenger earn 

Repairs ana renewals of shop machinery and tools 

Superintendence and clerlcM 

Stationery and printing 

Total • 

Maintenance of way and structures: 

Repairs of bridges and culverts 

Repftirs and renewal of general offices 

Repairs of road machinery and lools 

Repairs of roadway and track 

Renewals of switches and frogs 

Renewal of spikes and rail fastenings 

Repairs and renewal of station buildings 

Repairs of shop buildings, water and fuel stations. 

Repairs of section houses, tool houses, etc 

Renewal of ties 

Repairs of telegraph 

Removal of weeds, brush, grass, etc 

Superintendence and clerks 

Stationery and printing 

Other expenses 

Total 



1899. 


1896. 


«36,4|p.48 
10. 412. 96 


$32,961.68 


13,762.71 


7.208.29 


6,716.98 


5,026.07 


4,293.29 


11,938.96 


13,023.42 


192.68 


162.01 


71,269.44 


69,919.09 


5.956.32 


5,805.14 


4,250.96 


570.13 


2,029.76 


2,216.16 


29,347.83 


53,667.07 


535.52 


429.91 


4,837.95 


8, 888. OS 


10,679.05 


4,676.30 


15,115.36 


2,806.80 


13.87 


a55.35 


6,099.34 


35,379.02 


1,763.86 


1,169.92 


5,648.89 


4,724.25 


8,901.36 


9,133.63 


295.07 


209.08 


65.38 


100.14 


95,420.52 


129,595.18 



a Credit. 

(Extracts from the fifty-first annual report of the Panama Railroad Company.] 

New York, March 28y 1901. 
To the stockholders of the Pancimn Railroad Company. 

Gentlemen: The year has been one of the most important in the history of the 
company. The report of the general manager, with the accompanying statement of 
earnings and expenses for the calendar year 1900, and the treasurer's balance sheet 
and transcript of profit and loss account, will furnish you detailed information upon 
the physical and financial aspects of the company's properties and affairs. 

Thfe capital stock issue remains unchanged; the new 4 J per cent first mortgage 
gold bona issue has been reduced by redemption in the sum of $139,000 par value ol 
such bonds; and the 6 per cent subsidy bond issue has also been reduced by redemp- 
tion in the amount of $136,000 par value of such bonds. 

In my last report I advised you of the practical completion of the new port and 
terminals at La Boca; but naturally in a work of this magnitude (perhaps the laiigest 
of its character on the Pacific side of the continent) additional improvements and 
work, including the deepening of the channel and basins, became desirable in order 
to bring the port and terminals to their fullest utility. This has been accomplished; 
the port is now open to commerce, and ships for the first time in the history of the 
Panama route now load and discharge directly at the dock. 

At our request the United States Hydrographic Office has made a survey and chart 
of the harbor and port of La Boca, and very considerately has delayed publication of 
the Official Government Chart in order to include therein the results established by 
the company's continued operations during the last year, and which results were 
in December last verified by the surveying party detailed from the United States 
steamer Bancroft. 

As an incident of this most important work, we have deemed it of importance that 
the Republic of Colombia should make formal declaration of its acceptance of the 
port and pier as being in full compliance with the terms of our concession in thi^ 
regard. Throughout the year we have conducted negotiations with Colombia and 
have reached a satisfactory agreement by which the Government has made and pub- 
lished a legislative decree of acceptance and approval. All payments in this connec- 
tion have been made by the company, and the company is now relieved from the 
obligation henceforth to pay $10,000 per annum, which by the concession it was 
required to pay until the completion of these improvements. 
. In due course the cost of tne La Boca port and terminals will be capitalized into 
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new 4i per cent first mortg^a^ gold bonds, which were authorized to be issued 
this purpose under the existing mortgage. 

hiring the past vear the long standing contract with the Pacific Mail Steamship 
npany expired oy limitation, and this company, for the first time in a genera- 
i, regainea its complete liberty of action. 

'he great changes which had come about in the traffic world had convinced the 
jctors that the time had arrived to inaugurate the *' open-door policy" for the 
lama route, and we therefore declined to confer upon any one steamship line 
lusive privileges over the Panama route. We accordingly negotiated and recently 
'e executed satisfactory traffic agreements with several important steamship lines 
the Pacific, and also have renewed the long standing contracts with the seven 
antic lines now serving the Panama route. The same privilege upon equal terms 
» offered by us to the Pacific Mail Steamship Company, but that company expressed 
unwillingness to contract other than upon an exclusive basis, 
'he inaugiu*ation of the policy above referred to, together with the growth of 
BBc, brings us to the consideration of additions to our steamship service, and we 
seriously considering the construction of new ships for our Atlantic line. Upon 

Pacific side we have met the requirements of our increasing traffic by the charter 
vessels of American registry. 

Ve fully appreciate that the adoption of this new policy involves additional 
>enditure8 and vigilant attention, and that the operations are somewhat of an 
)erimental nature, but we expect good results ultimately to flow from this larger 
I more progressive policy. 

L full traffic agency at San Francisco has been established during the year. 
Jhe possible extension of our Atlantic service to Atlantic ports other than New 
rk is also under examination. 

Ve fully recognize the importance of developing traffic on the Atlantic seaboard, 
i especially to furnish the Gulf States an outlet for their products via the Isthmus 
ite. 

Phe net earnings for the year represent 6i per cent upon the capital stock. 
'. refer you to the accompanying reports for more detailed particulars. 
Respectfully submitted. 

J. Edward Simmons, President. 

Panama Railroad Company, 

New Yorkf March 15 ^ J 901. 
the President of the Panama Railroad Company. 

3ib: I respectfully submit the following report of the business and operations of 
e Panama Railroad Company for the year ending December 31, 1900, and of the 
Qdition of the company's property and finances at the close of the year. 
The operations of the year show the following results: 



Statement of earnings and ejcpenditures. 





1900. 

$505,898.92 
9,376.46 

45,663.70 
8,546.59 

38,614.86 


1899. 


i 
Increase, j 

1 


Decrease. 


* 

EARNINGS. 

iflrood: 
Colon to Panama — 

Freight 


$526,382.19 
6,668.44 

41,648.47 
6,8'27.62 

30,677.08 


i 


$20, 483. 27 


Treasure ^ 


$2,708.01 
4,005.23 , 
1,718.97 1 
7,937.78 j 




Mails 




Kxtrft hftfffirflflre 




Passengers 










608,090.52 


612,203.80 




4, 113. 28 








Panama to Colon- 
Freight 


599,178.19 

12,868.20 

5,116.47 

7,890.79 

37,852.07 


427,656.12 

15,702.09 

4,871.58 

5,564.88 

32,969.89 


171,523.07 




Treasure ^ . . 


2. 833. 89 


Mails 


244.89'' 

2,325.91 
4,882.68 




Extra baggage 




Passengers 










662, 905. 72 


486,763.06 


176,142.66 








Total earnings of railroad 


1,270,996.24 


1,098,966.86 


172,029.38 ! 
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ShUemeiU afearningt and ixpenditureg — Continued. 

















ISOO. 


1899. 


increase. 


Dmroue. 




AtlanUc servive- 


60,618.80 
7,814.88 


ll»49!86 
fi;075;38 


1175,098.70 

7, 428.* 58 
97.78 










































67.1.985.23 


762.470.08 


213.ftl.6.1B 












..«.ifl^«rv,.^ 


5.922.08 




5,922-06 
























«,077,06 




0,077.06 
















«2,13li.lS 


833,ti0.y02 


08,631.16 










T lalear Ingx 


ftW IS) 71 


J W5, 041.96 


460,162.76 












Mr 


9b;420:&2 




tl,87l» 






30,655.74 

4&,249.43 

'390.08 




I 














M W 1^ 


487,741.19 


74,321.36 






'""^^JtVB^r Ice " '""■" 






576 Ml M 
HO UM 7S 


421,862.82 


154, 439, 14 
6,827.27 
93,113.11 






\gtDey expe ses 


















833.716,42 


!>79,S30.60 


:^. 885. 82 






i-aolflo Service- 






S, 801. 11 




6!65S:m 
































1,:- i.i: 7- 




10,460.03 








1 ...■■..--I'ir 


46,362.97 











Total upfraling expenses 


385,020.18 







EftrningB over operating expenses 


•Ji7.7W.'J3 


Sa2, 658.36 1 76,132.67 










guei'!»] repHlrs of KttHmera anil Inin: 
KepnblCof Colombia for nonesMnaion of 




10,000,00 
20:550.00 

41.381,69 




ass 














■i,im.m 










«,3(1.» 




»3'S""'°'""" ""■•■"■"•""■ 


.000 00 










Fixed chargvE: 

SuUsidy to Kepnbltt of Colomlila 
RKaBmplliin (If snbKtdi bunili 
luterwt .m siihsiiiy bond" 
IntoreBt un flrsl inortgaito Ijotids 
RedeinpUini Of lirsl inortBage bond- 

Tutal Xates. oppTOprlatloni and nxed 
cliargca 


ijr owioo 

S8 920 00 
71 "ill ifi 
IjOOOO uu 


77 on 69 

91.8110 00 


7740. 


TlMLlj 




J-5 "J, J5 


48U 416 00 




4 489.1 




■81 0.1 2, 


5.-4^59! 


76 41lkl 




44.1 7,vl Ml 


.■95 2S1 77 


151532 91 


- 




A 
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Gross revenue receipts, expenditures, and net earnings for 1900 compare, as under, 
ith those of 1899: 



900. 



Increase in 1900 

Decrease in 1900 

Decrease in fixed 
charges, 1900 



Increase in profit, 
1900 



Earnings. 



12,666,194.71 
2,195.041.96 



OperaUng ex- 
penses. 



Earnings 
over operat- 
ing expenses. 



$1,727,408.78 
1,842,888.60 



460.152.76 



885,020.18 



9927,790.98 
852,658.86 



75,182.57 



Taxes and 
appropria- 
tions for de- 
preciations, 
etc. 



$6,100.00 
77,011.60 



71.911.69 



Net earnings. 



•922,690.98 
775,646.77 



147,044.16 
4,488.75 



161,582.91 



Earnings. 



RAILROAD. 

The total net earnings of the railroad proper in 1900, as comjjared with 1899, show 
fn increase of $172,0^.38, or 15.66 per cent, resulting principally from increased 
leight traflBc, east bound; there were also large increases m nearly all other kinds of 
Taffic. 

The greatest increase in east-bound trafl&c was from South Pacific ports to New York, 
)f 36,000 tons. Cargo from points in Central America to Europe increased 13,000 tons; 
lom San Francisco to New York 11,000 tons. West-bound trafl&c to points in Cen- 
iral America and Mexico Increased 4,700 tons, while traflBc to San Francisco decreased 
1,000 tons. 

There was a decrease of 0.67 per cent in earnings on west-bound business, and an 
ncrease of 36.19 per cent on east-bound business. 

The following table shows the freight tonnage carried over the railroad in 1900 as 
iompared with 1899: 

[Ton of 2,000 pounds, or 40 cubic feet.] 



Westbound 
Iwt bound 

Total 



Year end- 
ing De- 
cember 
81, 1900. 



163,768 
203,619 



Year end- 
ing De- 
cember 
31, 1899. 



146,496 
14U.904 



Increase. 



Percent. 
4.96 
44.61 



857,877 I 287,400 



24.35 



The gross earnings per ton moved on the road compare as follows: 



i8t bound 

Bt bound 

Average east and west bound 



Year end- 
ing De- 
cember 
31, 1900. 


Year end- 
ing De- 
cember 
31, 1899. 


S3. 29 
2.94 


$3.69 
8.04 


3.09 


8.32 



Decrease. 



Per cerU. 
8.36 
8.29 

6.93 



fable No. 4, attached to this report, shows the origin and destination of the freight 
nied over the railroad. 

i[>)mpared with 1899, the total tonnage carried over the road in 1900 shows an 
i^ease of 69,977 tons, or 24.35 per cent, and the earnings an increase of $151,039.80, 
15.83 per cent. 
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Of the total tonaa^ carried, 43.02 [ler cent was weet bounil and 56,DS percent 
east bonnd. In IStKt these proportions were SO.fiT per cent and 49.03 per cent 
reatwi-iively. 

Tile riro|iortion of through traffic U> the total tonnage was 87. 1 1 per cent; in 1899 
tliniufiii fn.'i)jht amounted to 86.8ft per cent. 

KurnintfH troiii transportation of maile amounted to (50,770.17, an incrraee of 
SH,2W).12, or il.13 percent, over 1S99; receiptti from excess baggage increased f4,Wt88, 
or :i2.M per <:ent. 

The foliitwiiig »<tatementa show the number of paaiengers carried and the paaeengv 





Number 


fpai»eneenn»rrle<l 


Pamenger earnings. 




IKM. 


18M. 


iQcreaiK. 


1900. 


1899. mere™. 




A MO 


^^ 


Per ant. 




ftrtfflt 










Tutul 


88,232 


72.282 


15. 2S 


76,466.93 1 68,646,47 j ».14 



Areragp re'-eipt per paaeiiger. 


ClH*iHciitlon, 


1900. 1899. Increue. Dmku*. 


TbHHWh 





First ilasB imaaeiifiers increaHid 1 i60 or 32 I'i per cent in number, and $• Off °1 
jr Jill iier<en( in earnmp* Sioiiii di •* pHPheTigerB inerejsed fl 640 in niiniber 
iirl4 IKptTLtnt aiidj.il'iM' (j i ' i ni uirnintin The marked decrease 

in the averajre reieipt per iih. i I I i through j ■■"■'" 

th( low ral« oljtaintd on labor i i I iiuaict ' ' 



i effeLt of the increaaed freight traffi* mentioneiJ 
■tH and San Jraiicisto to New 'iorlt thi earningfl 
) nn (n.mi of SIT") OIH 70 or J9 47 per cent aB 

II I « t re carri»i b\ the Lompany 8 

I I 7H i.r 27 44 percent than in 
I r W* 'iS orSU to percent 

II liii h I.I ill iur(eauaa}ll7'>4S'i23 anincK^ee 



Tlie total net result of earnings under this heading increased $68,531.11 

The fiilliminir l^ible will -bf.w the nniiiber of tons lightered in Panama Baydori"*] 
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Expenditures. 
The revenue expenditures of 1900 and 1899 compare as under: 



Railroad 

Steamship line: 

Atlantic service 

Pacific service 

Joint railroad and steamship expenses 
Taxes and appropriations 



Total 



1900. 



9562,062.55 

833,716.42 

10,460.03 

321, 164. 78 

5,100.00 



1,782,503.78 



1899. 



$487,741.19 
579,830.60 



274,811.81 I 
77,011.59 i 



1,419,395.19 



Increase. 


Decrease. 


$74. 321. 36 




253, 885. 82 




10, 460. 03 




46, 352. 97 






$71. 911. 59> 







313, 108. 59 









This table shows an increase of $313,108.59 in total revenue expenditures, while 
there was an increase of $460,152.75 in total earnings. 

RAILROAD. 
CONDUCTING TRANSPORTATION. 

The expenses of this department, compared with 1899, show an increase of $30,555. 74, 
or 10i95 per cent. The tonnage moved increased 69,977 tons, or 24.35 per cent. 

MAINTENANCE OP EQUIPMENT. 

The cost of repairs and maintenance of the rolling stock and other equipment was 
$116,518.87 in 1900, an increase of 63.49 per cent as compared with the previous year. 

The machine shop at Colon has been furnished with a new cupola for the foundry, 
a new pipe-cutting machine, a new planer and matcher for the car shop, and an exhaust 
fan for earring the shavings from the carpenter shop to the boilers. 

The repairs effected in the shops comprise, besides ordinary running repairs, the 
complete renewal of 7 locomotives, including the supply of 2 new boilers. 

Two hundred and sixteen freight cars have received general repairs; 170 box cars 
have received new roofs. 

Twenty-four passenger cars received general repairs. 

A critical inventory shows that 7 box cars and 2 flat care are missing from the series 
of numbers, although none have been destroyed during the past year. As no positive 
inventory has been taken before this during the term of the present superintendent, 
it is believed that they were destroyed at some earlier date. 

MAINTENANCE OP WAY AND STRUCTURES. 

The total expenditures charged to this deparment in 1900 were $95,810.60, an 
increase of only $390.08, or 0.04 per cent, although the following considerable repairs 
were made: 

Bridge No. 15 has been replaced by a new iron bridge, at a cost of $9,320. 

The south abutment of bridge No. 49 was rebuilt. 

Six culverts were also rebuilt, and all iron bridges between Colon and Panama 
repainted. 

Twenty-six thousand nine hundred and seventy- five feet of drain tile have been laid 
in cuttings. 

Angle plates have been placed in the track between Corozal and Panama, a distance 
of 2.8 miles, which completes the fishing of the rails upon the main line. 

A new track, adjacent to the wharf at La Boca, 1,100 feet long, has been laid down. 

The deviation of the main line between Culebra and Pedro Miguel has been com- 
pleted, and was put in use on March 3, 1901. 

The reservoir at Mount Hope has been deepened by raising the embankments 
around it, affording a considerable addition to the supply. 

The water from a spring on Mount Ancon has been conveyed to the tanks at La 
Boca, affording an increase of about 5,000 gallons per day. 

The capacity of the reservoir at Colon has been increased by raising the walls 3 
feet, giving increased storage of about 73,000 gallons. 

The whole cost of the apparatus for the "removal of weeds and grass*' by sprin- 
kling with poisons has been chai^ged to that account, showing an apparent increase; 
but the cost of the year's work has reedly been $1,673 less than in the previous year. 

STEAMSHIP LINES. 

The expenses of operating steamers between New York and Colon were $833,716.42 
in 1900, an increase of $253,885.82, or 43.79 per xent, the increase in tonnage being 
37.24 per cent. 
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Ah will appear from the aa:ounUi the nteaniBhipfl owned hy this company have 
received very extensive rei^airs inside and outside; the uhc of the electric current bus 
been extended to their night signals with satisfactory results. 

JOINT RAILROAD AND KTEAMHHIP RXPBNSRH. 

The net increase in the expenditures under this head was $46,352.97, or 16.87 per 
cent 

Lighterage expenses increase<i $33,475.37, or 'SO.OH per cent. 

Seven launches have received general repairs; 2 launches have l)een condemned aa 
beyond repair, and others will be condemned this year. 

The tug Ancon has been put in good repair to enable it temporarily to take the 
place of the Bolimry which requires new boilers. 

The water boat Balboa was condemned, her machinery removed, and the remains 
sold for scrap. 

GENERAL REMARKS. 

During the period from 1894 to 1900, inclusive, the percentage of total expenses to 
gross earnings was as follows: 

Per cent 

1894 69.93 

1895 6L63 

1896 : 53.94 

1897 (including taxes and appropriations for depre(!iation, etc. ) 61. 12 

1898 ( including taxes and appropriations for depreciation, etc. ) 64. 91 

1899 (including taxes and appropriations for depreciation, etc. ) 64. 66 

1900 ( including taxes and appropriatifms for depreciation, etc. ) 65. 25 

An important improvement has taken place by the removal of the clerical force 
from the pier to the general offices at No. 24 State street, thereby consolidating the 
traffic flepartment, to the great advantage of the patrons of the steamship line. This 
change resulted in the discontinuance of the general agency and the appointment of 
a terminal superintendent. 

The falling off in freights delivered to European lines, ^ hich was noted in the 
annual report for 1899, was recovered this year, the earnings from freight to Europe 
having l)een slightly in excess of the receipts in 1898. 

The local busmesn of the road has l)een unfavorably affected by political disturb- 
ances on the Isthmus during the entire year. 

The station at Monkey Hill has been named Mount Hofie, to correspond with the 
name of the cemetery. 

It has been necessary to charter ships on the Atlantic for 42 trips between Colon 
and New York in order to carry the freight offering. This is an expensive method 
of doing business, but nevertheless has afforded some profit to the railroad as well 
as to tm- steamship line. 

The progressive increase in the price of materials referred to in the last annaal 
report has continued through this year, appearing most conspicuously in the coal 
accounts. 

We were oblige<l by the scarcity of lalx)r to import about 30 men from Fortune 
Mand, making in all 80 persons from there in the company's service. « 

Although yellow fever continued among the troops at Panama until late in the 
year, no citizens upon the Isthmus were affected, nor was there any case among oar 
passengers. 

On October 15 this company assumed charge of the work at La Boca. 

There yet remains a small amount of rock to be excavated in the basin of evola- 
tion, but nothing to impede the use of the wharf, at which vessels of 3,000 tonB 
burden, chartered by this company on the Pacific coast, are regularly discharged 
and loaded with great economy. 

During the year the purcba-se of the shed and leasehold of pier No. 57, North 
River, New York, was accomplished, insuring control of that pier by a direct lease 
to the Panama Railroad Company from the dock department until 1911. 

The officers and employees of the company have served its interests faithfully and 
energetically, deserving the thanks of the board for their efforts, to which are doe 
the success of the yearns operations. 

Respe(;tfully, Chables Paine, General Manager. 
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Table A. — Balance sheet, December SI, 1900, 

RE80UBCXB. 

Cost of road, real estate, and equipment 19,774,961.74 

New terminal at La Boca 1, 660, 629. 07 

La Boca branch, electric-light plant, office buildingB, etc 99, 204. 01 

Floating equipment: 

Steamers AVUdWia, Finance, and Advance, reduced value December 81, 

1899 $267,419.27 

Tugs and lighters, reduced value December 31, 1899 $441,679.58 

Depreciation fund for tugs, and cost of water boat Ba&oa 

and 4 lighters broken up 96. 584. 40 

846,996.18 

613,414.40 

Total 12,148,199.22 

Bonds in treasury: 

226 6 per cent Panama Railroad Company sinking fund subsidy bonds. 226, 000. 00 
902 H per cent twenty-year gold sinking fund bonds 903, 037. 60 

1,129,087.60 

On deposit with financial agents for redemption of bonds: 

6 per cent subsidy bonds 11, 000. 00 

4i per cent gold sinking fund bonds 7, 648, 46 

18,648,45 

Advance of subsidy to Republic of Colombia 1, 846, 000. 00 

Current assets: 

Cash in banks and with agents 840, 024. 02 

Coal and supplies on hand 175, 250. 56 

Due from connecting companies 71, 176. 81 

Due from United States Government 20, 411. 40 

Due from companies and individuals 112, 839. 84 

Accrued interest on deposits 8, 428. 10 

Accrued interest on securities owned 2, 507. 60 

General average accounts 910. 82 

Unadjusted accounts, including purchase of leasehold pier 57, North 

River. unUl 1911 97,948.90 

Prepaid insurance and charter of steamers 20, 169. 72 

1,849,661.17 

Total 15,991,646.84 

LIABILITIES. 

Capital stock $7,000,000.00 

4i per cent twenty-year sinking fund gold bonds (authorized issue, 
$4 000,000): 

issued to date (2,962 bonds, less 281 bonds previously redeemed) $2, 681, 000. 00 

Drawn for redemption in 1900 189, 000. 00 

2,542,000.00 

Total capital stock and mortgage liabilities 9,542,000.00 

6 per cent gold sinking fund subsidy bondg« 1, 846, 000. 00 

Due contractors, new terminal at La Boca b 911, 568. 96 

Bonds drawn for redemption not presented for payment: 

4i per cent twenty-year gold bond 6, 435. 00 

6 per cent subsidy bonds 11,000. 00 

17,485.00 

Accrued interest on bonds: 

4i per cent twenty-year gold bonds (1,662 bonds) 18, 697. 50 

6 per cent subsidy bonds 14, 820. 00 

33,617.50 

Funds for redemption of bonds: 

4i per cent twenty-year gold bonds 68, 713. 45 

6 per cent subsidy bonds 69, 876. 00 

133,588.46 

Due Republic of Colombia: 

Department of Panama A 21, 875. 00 

Fund for replfu;ement of boilers and special repairs to tugs 12, 000. 00 

Current liabilities: 

Isthmus drafts not presented 33, 619. 00 

Coupons not presented 1, 765. 00 

Audited vouchers 67, 750. 48 

Unclaimed dividends 307. 00 

Due deceased or missing employees 2, 288. 27 

105,729.75 

Balance to credit of profit and loss 8, 867, 881. 69 

15,991,646.84 

a 1,346 6 per cent gold sinking fund subsidy bonds of $1,000 each, amounting to $1,846,000, issued 
November 1, 1880, fall due November 1, 1910. 

b Of this amount $876,000 will become due in 1903 and is secured by an equivalent amount of the 
company's new 4^ per cent bond as collateral. The total may be reduced in the meantime at the 
option of the company by payments on account. 

To meet this bonded indebtedness. $225,000 annuallv of the Colombian Government subsidy was 
pledged till March 27, 1908, the same to be applied by the company: First to the payment of the 
interest, and second, as a cumulative sinking fund for the redemption of the principal, the bonds to 
be drawn yearlv in September to an amount equal to the then surplus of the subsidy sinking fund, 
the drawn bonds to be paid on November 1, after each drawing, and thereby redeeming the whole 
issue of 1908. 

8. Deming, Treasurer. 
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Table B. — Profit and lou account ^ December Sl^ 1900. 



DEBIT. 

>pn>priationM for depreciation and Rpe<*iai repairs of tugH. 



To operatintf expenseti $1 , 727, 403. 78 

Appn>pni 
Fixed cImrgeH 



5,100.00 
475,926.25 
CoHt of water boat BcJboa and 4 lighten, diiimantled during the year, lem value of 

parts lit for use and scrap 92, 750. 77 

SuppliCH of no value written off 777.47 

Uncollectible accounts written off 16, 670. 76 

Balance, assets over liabilities, December 81. 1900 3,867,881.69 

6,186,369.72 
CREDIT 

By balance, December 31, 1899 ' «3,890,398.94 

Gross earnings 2, 655, 194. 71 

4i per cent twenty-year sinking fund gold bonds, redeemed 139. 000.00 

Accounts of previous years settled 1, 776.07 

6,186,869.72 

Table No. 1. — (hmparalire statement of operating expenses of railroad for the yean 

ending December SI, 1899 and 1900. 



General expenses on the Isthmus: 

Advertising 

Cablegrams 

Hospital service 

Legal expenses 

Salaries of officers 

Salaries of clerks and attendants 

Office expenses, stationery, and printing. 
Other expenses 



Total. 



Conducting transportation: 

Advertising 

Clearing wrecks 

Engineers and firemen 

Fuel for locomotives 

Injuries to persons '. 

Labor— Colon and Panama stations 

Oil, tallow, waste, and other supplies for locomotives . .. 

Roundhouse men 

Superintendence and clerks 

Switchmen, yardmen, and yard watchmen 

Station agents and clerks 

Station supplies and expenses 

Stationery and printing 

Train conductors, baggagemen, flagmen, and brakemen 

Train supplies and expenses 

Telegraph expenses 

Water supply for locomotives 

Other expenses 



Total. 



Maintenance of equipment: 

Repairs of freight cars 

Repairs of locomotives 

Repairs of imssenger cars ., 

Repairs and renewals of shop machiner>' and tools 

Superintendence and clerks 

Stationery and printing 



1900. 



Total. 



Maintenance of way and structures: 

Repairs of bridges and culverts 

Repairs and renewal of general offices 

Repairs of road machinery and tools 

Repairs of roadway and track 

Renewals of switches and frogs 

Renewals of spikes and rail fastenings 

Repairs and renewal of station buildings 

Repairs of shop buildings, water, and fuel stations. 

Repairs of section houses, tool houses, etc 

Renewal of ties * 

Repairs of telegraph 

Removal of weeds, brush, grass, etc 

Superintendence and clerks 

Stationery and printing 

Other expenses 



$15. 12 

174.46 

7,997.67 

2,674.93 

11,673.07 

12,726.68 

2,370.W 

2,684.65 



40,216.25 



TQ I 



1,256.72 

72.46 

23,446.97 

32,382.68 

6,612.70 

101,502.33 

1,637.78 

6.386.52 

3,872.24 

27,883.17 

60,696.99 

12,402.50 

2,664.63 

14,371.82 

2,717.57 

8,228.96 

3,28U.02 

1,351.97 



51,307.00 
30,986.38 
7,469.28 
16,648.60 
10,882.82. 
234.84 



116,618.87 



Total. 



23,852.66 

2,124.76 

2,208.68 

23,607.76 

967.41 

4,608.06 

3,178.64 

5,200.99 

28L11 

18,758.36 

1,09L28 

6,782.29 

7,894.20 

204.86 

29.69 

95,8ia60 



1899. 



$15.60 

880.34 

7,697.02 

2,930.00 

12,33L08 

13,286.24 

1,616.77 

3,434.09 



42,090.14 



1,262.40 

25.88 

22,89L26 

24,621.30 

171.84 

96,636.49 

1,504.86 

5,143.05 

3,159.90 

26,346.16 

61,842.04. 

5,496.15 

2,531.76 

15,341.04 

2,122.85 

6,968.99 

2,727.39 

868.73 



309,516.83 278,961.09 



86,460.48 

10,442.96 

7,208.29 

5,026.07 

11,938.96 

192.68 



71,269.44 



5,956.32 

4,250.96 

2,029.76 

29,347.83 

535.52 

4,837.95 

10,679.06 

15,115.36 

13.87 

6,099.34 

1,753.86 

6,648.89 

8,901.36 

296.07 

55.38 

96,420.52 
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Table No. 2. — Comparative statement of expenses of steamship line — Atlantic service— for 

years ending December SI, 1899 and 1900. 




Steamer expenses: 

Port chai^gres 

1900. 1899. 
Custom-house, entrance, clearance and con- 
sular fees, etc $12,753.88 111,396.67 

Pilotage 6,620.89 6,864.52 

Quarantine 979.00 560.00 

Docking 

Equipment, deck, engine, and commissary departments 

Fuel 



Feeding passengers and crew 

Insurance 

Labor on cargo 

Labor on coal 

Labor on ashes 

Loss and damage 

Oil and waste 

Painting ship's bottom 

Repairs, deck, engine, and commissary departments 

Stores, deck, engine, commissary, and surgeon's departments 

Stationery and printing 

Telegrams and cables 

Towage 



Wages. 

Water 

Washing 

Other expenses 



Total, 



Agency expenses: 

Advertising 

Insurance 

Labor 

OflSce expenses 

Repairs and rent of offices and wharves. 

Salaries of agents and clerks 

Stationery and printing 

Taxes 

Other expenses 



Totals. 



$20,853.72 



3,426.29 

10,889.11 

89,512.67 

55,279.69 

22,728.10 

121,072.38 

12,196.91 

1,29L00 

3,184.06 

1,523.80 

2,815.04 

84,431.85 

12,752.55 

430.46 

1,463.54 

1,535.30 

116,968.22 

11,453.53 

1,227.37 

1,856.37 



1899. 



$17,821.19 



1,571.18 

8,502.35 

65,614.80 

42,069.04 

22,760.05 

92,068.54 

11,624.25 

902.10 

1,425.10 

973.80 

1,736.88 

32,620.90 

10,862.29 

1.238.03 

1,604.10 

1,383.00 

94,658.55 

10.253.93 

924.57 

1,338.17 



576,891.96 i 421,952.82 



2,885.15 

1,307.86 

17,374.27 

7, 126. 75 

55,315.73 

29,546.51 

1,486.61 

960.00 

686.79 



1,895.70 

739.75 

15,134.56 

5,280.97 

53,781.77 

30,931.65 

1,058.81 

960.00 

579. 19 



116,689.67 110,362.40 



Table No. 3. — Comparative statement of general expenses. New York, for the years ending 

December 31, 1899 and 1900. • 



General expenses. New York: 

Advertising 

General office expenses 

L^al services and expenses 

Salaries of general officers and clerks and directors' and committees' 

fees 

Stationery and printing 

Telegrams and cablegrams 

Other expenses 

Total 




$1,659.64 
9,766.18 
8,246.30 

73,784.66 

1,38L20 
2,199.83 
3,14L81 



100,178.62 



1899. 



$1,488.46 
8,254.79 
9,522.25 

71,140.27 

1,314.05 
1,430.81 
1,477.25 



94,622.88 



[Extracts from the fifty-second annual report of the Panama Railroad Company.] 



New York, March 27, 1902. 
To the stockholders of the Panama Railroad Company: 

The past year was one of marked activity in the company's affairs. The report of 
the general manager, with the accompanying statement of earnings and expenses for 
the calendar year 1901, and the treasurer's l^lance sheet and transcript of profit and 
loss account, will furnish you detailed information upon the physical and financial 
aspects of the company's properties and business. 

The capital stock issue of $7, 000, 000 is unchanged. 
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The present outfltanding l)on(I iMitiee are— 

Sinking fund 6 per cent fubnidy lK)ndH: 

Oriirinal iwue of $8,000,000 

(Being payment in a<lvanoe until 1910 of the annual Hubfddy of 
1225,000 to the Kepublic of Colombia. ) 
Re<leemed by annual Hinking-fund drawing!), including $144,000 
drawn in 1901 1,798,000 

Outstanding at thiH date 1,202,000 

Of thoHe outstanding $206,000 are owned by the company and held 
in itH treamiry 206, 000 

lieaving in the liandH of the public 996, 000 

By the otieration of the ninking-fund provision of thiH iHHue all of the l^ondf out- 
standing will l)e re<leenied in 190K. 

First mortgagee 44 jwr <'<*nt twenty-year gold l)ondH: 

Authorize<l inHue of $4,000,000 

iHHued to tlie public $2, 504, 000 

Kedectmed by annual sinking-fund drawings, including 

$141, 000 drawn in 1901 561,000 

Held in the (jompany's treasury 935, 000 

4,000,000 

Through the operation of the sinking fund this indebtedness will be reduced by 
1917, the date of maturity of the mortgage, to $1,199,000 and cx)nstitute the only 
mortgage lien upon the cc>iiipany's proi>ert^. 

Since the declaration of the [ireviouH dividend in January, 1893, in arldition to the 
payment of $25(),(XX) annually to the Colombian (Tovernment and the re<lemption of 
$5ol,0()0 of the («)mpany's 4j p«jr cent flrHt-mortgage bonds out of grfiss earnings, the 
net earnings of the (;om{>any amounted to $2,072,1^9.42, or 29J j>er cent uiKin the 
capital sto<!K. 

Of this sum your directors have applie<i to the development and permanent 
improvement of the cximpany's prcnx;rty, in ex(;eHs of the amount of the 2 j>er cent 
dividend paid in March last, $1,755,509.01, in the purchase and betterment of Ob 
steamshipH and floating ecpiipment, tne cxmstniction of the IjA Hoca pier, port, and 
terminal, the ac^juisition and restoration of dredging outfit, the installation of elec- 
tric-light and ivAi plants, etc., and in general so improvinjy; the company's property 
that it is to-dav in better phynical condition than at any time in its history. 

The port and terminal at I>a Boca liaving U*en (completed and opened to (;ommerce 
on January 1, 1901, its c<mstruction account was cloHed, showmg a total co8t of 
$2,148,303.69, and that outlay caoitalized into the company's 4 J i)er cent first-mort- 
gage twenfy-year gold lK)nds autnoriised for that [)iirpoHe. 

As contemplate<l by (;ontra(;ts l)etw(*en the <;om panics, a lease has l>een effected, 
from the canal company, of the I>a Boca Branch Railroad and adjoining landH nec- 
essary for the ofHTation of the terminal during the life of the raHroael company's 
concession, or until 1966, upon mutually satisiae;tory terms. The use of dre<lge«, 
claiiets, and materialH neeHssary for the ofH^ration of the La Boca Terminal, belong- 
infl^to the canal company, have also been secured under lease upon reasonable temu. 

Owing to the severance of relations with the Pa(;ific Mail Hteamthip Company the 
company put on a line of chartered vessels l)etween Panama and Ban Franciflco 
direct to maintain its coastwise traffie;. Charters at the outset were difficult to 
obtain and very expeuHive, but later Uitter (conditions prevailed. The volume of 
coastwise traffic was materially increased during tlie year, but the very large outlay 
required to charter shipH on lH>th o(!eans to transport it was burdensome, and repre- 
sented interest on a capital Hum which, had it been applied bv the compan}r to the 
construction of new veHselH, would have made the busmess highly remunerative. 

The company's business was adversely affected by political disturbances on the 
Isthmus of so grave a chara<;ter as to nave o(;caHioned the landing there by the 
United Htates Oovemment, under its treaty obligatiouH, of its armed forces to main- 
tain free trauHit and to protect thiH c/)mpany'H profierty. To the discreet and ener- 
getic; performan(M$ of this delicate duty b^ the naval officers to whom it was intrusted, 
in conciirt with the (^olombian authorities, in tr) be attributed the fact that the cotn- 

{)any's proj>erty was not materially impaired. These facets, together with a pro- 
onged labor Htrike in Han Franciw^o and a maU^rially reduced coffee output in Central 
America an<l Mexi(;o during the season of 1900-1901, considerably affected neteam- 
ingH, but these are extraordinary conditions not generally encountered. 
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During the year an important deviation of the railroad at Culehra, necessitated by 
canal construction, was completed and put in operation, but its entire cost was borne 
and paid by the canal company. 

The condition of the company's property has been fully maintained and many 
improvements added, for the interesting particulars of which I refer you to the gen- 
eral manager's report. 

There is now under consideration a further increacie of the facilities of the La Boca 
pier, in order to more expeditiously handle the increasing tonnage. 

The result of the company's operations during the mst year, under what was 
referred to as the '*open-aoor" policy, has not been as remunerative as desired, and 
the board of directors are considering changes in existing traffic arrangements and 
connections at Panama. 

I refer you to the accompanying reports for more detailed particulars. 

Respectfully submitted. 

J. Edward Simmons, President. 



Panama Railroad Company, 

New York, March 18, 1902. 
To the president of the Panama Railroad Company. 

Sir: I respectfully submit the following report of the business and operations of 
the Panama Railroad Company for the year ending December 31, 1901, and of the 
condition of the company's property and finances at the close of the year. 

The operations of the year show the following results: 

Statement of earnings and expenditures. 



BARNINGS. 

Bailroad: 

Ck>lon to Panama- 
Freight . 

Treasure 

Mails 

Extra baggage 

Passengers 

Panama to Colon- 
Freight 

Treasure 

MaUs 

Extra baggage 

Passengers 

Total earnings of railroad 

Panama Railroad Steamship Line- 
Atlantic service — 

Freight 

Treasure 

Mails 

Extra baggage ! 

Passengers 

Miscellaneous 

• 

Pacific service- 
Freight 

Passengers 

Extra baggage 

Joint railroad and steamship receipts 

Total earnings 



1901. 



$606,186.66 
4,182.77 

62,264.08 
9,696.40 

39,236.81 



711,664.71 



690,624.07 

14,334.07 

4,780.47 

7,460.37 

36,417.87 



663,616.86 



1,366,171.66 



1900. 



$606,898.92 
9,376.45 

45,668.70 
8.546.69 

38,614.86 



608,090.62 



Increase. 



$100,286.78 



6, 

1. 



600.38 
148.81 
621.96 



103,464.19 



599,178.19 

12,868.20 

6,116.47 

7,890.79 

37,852.07 



662,906.72 



1,270,996.24 



718,607.88 

4,961.66 

79,016.83 

2, 186. 69 

154,571.68 
7,617.21 



966,850.84 



769, 225. 62 

8,044.02 

60,618.30 

2,047.63 

128,284.78 
7,814.88 



975,985.23 



349,277.33 

16,425.25 

120.18 



365,822.76 



498,863.81 



3,196,708.97 



6,922.06 
165.00 



6,077.06 



402,136.18 



2,656,194.71 



1,466.87 



94.175.32 



18,397.53 

139.06 

26,336.80 



343,355.27 

16,270.25 

120.18 



359,745.70 



96,727.63 



541,514.26 



Decrease. 



$6,198.68 



8,654.12 



336.00 

430.42 

1,434.2a 



9,288.87 



60^617.74 
3,092.37 



297.67 



9,134.39 
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SUUemerU ofeamingi and expenfiUures — Continued. 





1901. 


1900. 


Increaw. 

•161.96 

63,606.06 

.96 


Decreane. 


KXPKNDlTVBIi. 

Operatlnic expennes of rail road : 

OenenU expennen on Inthmuji 


•40. 878.20 
878.022.88 
116.519.88 


•40,216.25 
809.616.83 
11A.61H.87 




Condactlng tnuiflportAtlon 




MainteiiAnc6 of eaulDment 




Maintenance of way and iitnictureii 


9ft. 341. 62 1 9ft; 810. 60 


•466.98 










625.262.63 ' ft62.062.ft6 


68,199.96 








Panama Railroad Hteamahip Line: 
Atlantic fieryice— 

8t44ini^r ^xppnvefl 


665,877.46 
117.202.81 
164,929.38 


576.891.96 
116.689.67 
140.634.79 


9,486.49 
518. 14 




Affcncy exDenneii 




Charter of NteamerN 


24, 294. .M) 










868,009.64 


888.716.42 


84,298.22 








Pacific Hcrvlce— 

Steamer expcnsen 


216.580.21 
111.798.89 
279.659.83 


3,801.11 

8.92 

6,650.00 


212,779.10 
111.789.97 




Affency expeniief « 




charter of Rteamem 


278,009.88 










608.088.43 


10.460.08 


597, 678. 40 










Joint railroad and KteamJihiD exDeniieii 


388.896.64 


821,164.78 


12,781.86 








Total operatitifr expeniKiM 


2. 48ft. 207. 24 


1.727,403.78 


707,808.46 








EaminffR over operatinff exi>enficfl 


761.601.73 


927,790.93 




166.289.20 






Appropriationii for depreciation and upecial 
renal ra of tugn: 
Depreciation of tiwrH 


2.100.00 


f2 inn no 




Replacement of IxulerM and Mi)ecial repairH 
of tngii 


1 

3.000.00 I 8,000.00 








• 


5,100.q0 5,100.00 


1 




• ....••. ......|... .. 


Fixed chargcfi: 

Subsidy to Republic of Ck)Iombia 


1 

25,000,00 ' 26,000.00 

144,240.00 136,080.00 

80,760.00 88,920.00 

70,200.00 1 75,926.26 

150.000.00 i 150.000.00 


1 


Rffdemption of Hubfddy txindji 


8,160.00 





InUiTiiHt on MtibNid V bondi* 


8,160.00 


IntereHt on flrat-m'ortirafre bondu 


6,726.26 


Redemption of flnt-mortgaxe bondM 

Interest on tmlance due La Brxta wharf 
contractora 


.>>**■«■■.■■ ^a* 




26.611.61 




• 
26,611.61 













496.811.61 > 475.926.25 


20,885.86 








Total. appropriationH and fixed charireH.. 


501,911.61 481,026.25 


20,886.86 








Net income 


259,590.12 1 446,764.68 

1 




187.174.66 









alncludet) wharfage at I^a Boca. 

Gross revenue receiptH,exj)enditureH, and net oarningH for 1901 compare, as under, 
with those of UKX): 



KarningK. 



1901 1 83,196,708.97 

1900 1 2,656,194.71 



IncreaMe in 1901 

Decrease in 1901 1 

IncreaNc in fixed chargcN, 1901. 



541,514.26 



liciincn. jjjj^ (;xpcnHe»l. 



•2,435,207.24 
1,727,403.78 



707,803.46 



DecreoHC in profit, 1901. 



•761,601.73 
927,790.98 



166.289.20 



Appropria- 

tiouH for de- 

preciationii, 

etc. 



•6,100.00 
6,100.00 



Net 
eamingN. 



r66.401.fB 
922,090.93 



166,289.20 
20,885.86 



187,17166 
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Earnings. 



RAILROAD. 



The total earnings of the railroad proper show an increase of $94,175.32, or 7.41 per 
cent, in 1901 as compared with the previous year, the principal increase being in 
freight traflSc west bound. 

The largest increase in west-bound freight was on business to San Francisco, amount- 
ing to over 10,000 tons; freight to south Pacific ports increased 7,000 tons. East- 
bound freight shows a decrease of 14,000 tons although there was an increase of 
12,000 tons in San Francisco freight. 

There was an increase of 17.01 per cent in earnings on all west-lx)und traffic, and 
a decrease of 1.40 per cent on all east-bound traffic. 

The following table shows the freight tonnage carried over the railroad in 1901 as 
compared with 1900: 

[Ton of 2,000 pounds, or 40 cubic feet.] 



West bound 
East bound. 

Total. 



Year 
ending 
Decem- 
ber 31, 

1901. 



Terns. 

195,743 

189,841 



Year : 
ending I 

Decem- 'Increase. Decrease. 
ber31, i 

1900. 



385,584 



Tons. Per cent. 
153,768 27.31 
208,619 



857,377 



7.89 



Per cent. 



6.77 



The gross earnings per ton moved on the road compare as follows: 





Year 
ending 
Decem- 
ber 31, 

1901. 


Year 
ending 
Decem- 
ber 31, 

1900. 


Increase. 


DecreAse. 


West bound 


S3. 10 
3.11 


S3. 29 
2.94 


Per cent. 


Per cent. 
6.78 


East bound 


S.IR 










Average 


3.10 


3.09 ! -82 1 











Table No. 4, attached to this report, shows the origin and destination of the freight 
carried over the railroad. 

Compared with 1900, the total tonnage carried over the road in 1901 shows an 
increase of 28,207 tons, or 7.89 per cent, and the earnings an increase of $91,732.61, 
or 8.30 per cent. A comparison of 1900 with 1899 shows an increase in tonnage of 
24.35 per cent, and in earnings of 15.83 per cent. 

Of the total tonnage carried, 50.77 per cent was west bound and 49.23 per cent 
east bound. In 1900 these percentages were 43.02 per cent and 56.98 per cent, 
respectively. 

The proportion of through traffic to the total tonnage handled was 81.70 per cent; 
in 1900 through freight amounted to 87.11 per cent. Of the through freight 55.12 
per cent was New York business. 

Earnings from mails amounted to $57,034.55, an increase of $6,264.38, or 12.34 per 
cent. 

The following statement shows the number of passengers carried and the passen- 
ger earnings: 



Classification. 


Number of passengers carried. 




Pa.ssenger earnings. 




1901. 


1900. 


Increase. 


Decrease. 


1901. 


1900. 


Increase. 


Decrease. 


First class 


4,587 
84,574 


5,590 
77,642 


Per cent. 


Pei' cent. 
17.94 


S28,507.47 
47, 147. 21 


S31,375.56 
45,091.37 


Per cent. 


Per cent. 
9.14 


Second class 


8.93 


4.56 












Total 


89,161 


83,232 


7.12 




76,654.68 


76,466.93 




1.06 











288 



INVESTIGATION OF PANAMA RAILWAY COMPANY. 



Average receijd per p<iiwenger. 



(nMHiflcation. 



Fint-claia paiaeDgeni: 

Through 

Local 

8econd-ola« paiaengerN: 

Through 

Local 



1901. 


1900. 


Increajie. 


Decreaiie. 


•8.98 


•8.97 
8.44 

1.92 
.61 


PtT cent, 
0.11 

8.48 

96.85 


PtreenL 


8.78 




8.77 
.47 




7.84 







First-class passengers decreased 1,003, or 17.94 percent, in number and $2,868.09, 
or 9.14 per cent, in earnings. Second-clasH passengers increased 6,932 in number, or 
8.93 per rent, and $2,055.84, or 4.56 per cent, in earnings. The increase of 96.35 per 
cent m the average receipt per second-class through passenger was due to the foiling 
off in the movement of la)>orers from the West Indies to Guayaquil, carried at a low 
contract rate. 

STEAMSHIP LINES. 

The total earnings of the Atlantic Line from all sourc^es was $966,850.84, a decrease 
of $9,1!M.39, or 0.94 per cent. Freight traffic chows a loss of $50,617.74 in earnings, 
or 6.58 per cent, due to the large falling off in business from south Pacific ports. 
The decrease in freight receipts was nearly offset by an increase of $18,397.53, or 30.35 
per cent, in mail earnings, and an increase of $26,336.80, or 20.54 per cent, in pas- 
senger earnings. 

Of the total tonnage transported, 119,413 tons were carried by the company's 
steamers and 62,772 tons by chartered steamers. 

The Pacific Line, inaugurated in December, 1900, was maintained during the year 
with the result as shown in the statement on page 8. 

JOINT RAILROAD AND STEAMSHIP RECEIPTS. 

The net result of the earnings of all the accounts grouped under this heading 
increased $96^727.63 over 1900, or 24.05 per cent. 

The following table will show the number of tons lightered in Panama Bay and 
handled on La Boca wharf during the year 1901 as compared with cargo lightered in 
1900: 



1901. 



Tout. 

Merchandise 216,144 

Lumber 409 

Coal 22,286 

Total 288,889 

I 



1900. 



Tom. 
188,086 
2U 
6,682 



194.878 



Increaie. 



Per cent 

14.40 

60.89 

292.22 



22.66 



DecresM. 



PereenL 



P'XPENDITURES. 

The revenue expenditures of 1901 and 1900 compare as under: 



Railroad 

SteamHhip line: 

Atlantic service 

Pacific service 

Joint railroad and steaniNhip expenses 

Appropriations for depreciation and special repairs to 
tugs 

Total 



1901. 



9625,262.63 

868,009.64 
(M)8,088.48 
838,896.64 

6,100.00 



2,440,807.24 



1900. 



9662,062.66 

833,716.42 

10,460.08 

321,164.78 

6,100.00 



1^782,608.78 



IncretK. 



163, 199.96 

34,293.22 

597,678.40 

12,7aM 



707,808.44 



This table shows an increase of $707,803.46 in total revenue expenditures, wbUe 
there was an increase of $541,514.26 in total earnings. 
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RAILROAD. 
CONDUCTING TRANSPORTATION. 

The expenses of this department show an increase of $63,506.05, or 20.52 per cent, 
as compared with 1900. The tonnage moved increased 28,207 tons, or 7.89 per cent. 

The accounts show a considerable increase in the cost of labor, of fuel, and of sup- 
plies, when compared with last year. There has been no increase in the late for 
labor, but owin^ to the troubles on the Isthmus labor was less eflScient, and it was 
necessary to maintain a larger force of Fortune Islanders than before. Coal and 
other supplies have commanded higher prices everywhere. 

MAINTENANCE OP EQUIPMENT. 

The total charges to this department in 1901 were $116,519.83, as against 1116,518.87 
in 1900, although more tonnage was handled than in the latter year. 

/In addition to ordinary running repairs, three of the older locomotives, which had 
been laid by some years ago, have been completely repaired and restored to service. 
The repairs of cars have been extensive; 38 flat cars have been converted into coal 
cars by the addition of sides, and 102 coal cars have had their sides raised to increase 
their capacity; 4 flat cars were fitted with 20- ton trucks. 

The car shop has received new tools, as follows: 

A patent band-sawing machine, with a machine for filing it. 

An Acme bolt cutter. 

And a self-feeding ripsaw. 

MAINTENANCE OF WAY AND STRUCTURES. 

The track, bridges, and buildings have been maintained at a high standard, the 
expenditures being $95,341.62, a decrease of $468.98, or 0.49 per cent, as compared 
with 1900. 

There have been laid in main track 100 tons of new rails of 70 pounds per yard; 
the rails thus released have been used for the construction of much-needed sidings 
at Colon and Panama. 

The repairs of masonrv have been continued, the abutments and aprons of 10 
bridges having had complete repairs, and 4 culverts were rebuilt. 

At Frijoles a battery of hydraulic rams has been installed, dispensing with the 
steam engine and pumper, effecting a saving of $500 or more per annum. 

A new 6-inch water main from the reservoir at Mount Hope to the railroad, 1,500 
feet in length, has been laid, nearly doubling the daily supply available at Colon. 

The car shed in rear of the old passenger station at Colon has been converted into 
a storage warehouse for freight. 

STEAMSHIP LINES. 

The operating expenses of the line between New York and Colon were $868,009.64, 
an increase of $34,293.22, or 4.11 per cent. 

On December 16, 1900, the company was compelled to assume the operating of a 
steamship line between Panama and San Francisco at an unfavorable time, owmg to 
the scarcity of vessels and the extremely high cost of charters;* this was later com- 
plicated with a long -continued strike at San Francisco. During th^ latter part of the 
year, after the defeat of the strikers and a reduction in the cost of charters, the line 
became self-sustaining, as would appear in the accounts, if allowed the proportions 
previously allotted to that trafiic. The importance of this line is indicated by the 
amount of tonnage carried, which was 85,541. tons, an increase of 21,362 tons over 
the same route during the previous year; the total amounted to 49.26 per cent of the 
tonnage of the Atlantic Steamship Line, and formed 22.18 per cent of the total car- 
Hed across the Isthmus. 

JOINT RAILROAD AND STEAMSHIP EXPENSES. 

The combined expenditures under this head amounted to $333,896.64, an increase 
of $12,731.86, or 3.96 per cent. 

The steamship Bolivar has been completely overhauled, receiving new boilers, 
pumps, etc., from New York. 

Three steiel launches, built at Chester, Pa., are now on the ways and nearly 
Completed. 

PAN RY — 05 19 
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GKNBRAL REMARK8. 

During the peruxl from 1894 to 1901, incluMve, th« (lercentage of total expenses 
to groHH earnings was as follows: 

Per cent. 

1894 69.93 

1895 61.63 

1896 53.94 

1897 ( including taxes and appropriations for depreciation, etc. ) 61. 12 

1898 ( including taxes and appropriations for depreciation, etc. ) 64. 91 

1899 (including taxes and appropriations for depreciation, etc. ) 64. 66 

1900 (including taxes and appropriations for depreciation, etc. ) 65. 25 

1 Qoi i ( int'luding taxes and appropriations for depreciation, etc. ) 64. 72 

^^^\(or including Pacific Line not operated in 1900) 76. 34 

It is gratifying to find that the volume of traffic has been more than maintained, 
showing an increase over last year of 28,207 tons, in spite of the embarrassments 
under which all operations were conducted, by reason of the political disturbances 
which (xtcasionally interrupted traffic, caused alarm amonc: laborers, added to the 
cost of insurance of freight, and deterred timid passengers from taking the Isthmus 
route, for fear of delay or injury. 

The improvement in the condition of the company's plant upon the Isthmus, which 
was begun several years ago, has been continutKi during the year 1901. 

It became necessar>' to supjily an electric-light plant at Colon, to supplement the 
deficient supply afforded by the Colon Illuminating Company, which was put into 
use very successfully at the beginning of the year; in connection with this is an ice 
machine, made necessary by the frequent failures of the supply heretofore received 
from Panama, which promises to be self-supporting. 

The improved condition of the track seemed to warrant an increase in the loads 
carried in the freight cars; therefore the maximum load has been increased from 10 
to 12 tons. This was* equivalent to the addition of 184 cars in the capacity of the 
rolling stock, and has been of much benefit to the service. 

The steamships owned by the company have been maintained in complete repair; 
it is believed that none of its property has depreciated. 

The shipways, for the repairs and construction of the floating equipment at Panama, 
having completely decayed, they were renewed at La Boca under a ^shed available 
there, in conuecrion with a convenient sh6p and tools, leased from tlie new Panama 
Canal Company; and the tools and shop force formerly at Panama have been consol- 
idated with those at La Boca. At this establishment a large amount of work has 
been done. 

The dredges, clapets, etc., leased from the Canal Company, for the maintenance of 
deep water at La Boca, have* been very extensively repaired; the general overhaul- 
ing of the steamer y^o^irar has been completed; the three new launches, mentioned 
elsewhere, are now being set up. In addition, the repairs of the transports on the 
piers and repairs of foreign steamships were made at the new La Boca shops. 

In Colon the ship berths at Pier No. 1 required dredging, to accommodate deeper 
laden coal ships. To effect this the plant was increased by the purchase of anew 
** Hay ward orange-i)eel bucket," which will also be useful in the future. 

Important improvements have been undertaken and partly completed upon Pier 
No. 2 at Colon, whereby an additional berth for the convenient handling of cmI 
ships has been gained, and the long-distance trucking heretofore necessary there will 
be avoided, three tracks connecting with the main line having been laid down the 
whole length of the wharf. 

An annex for the reception of any case of contagious disease has been added to the 
hospital at Colon. 

The officers and employees have been devoted to the interests of the company. 
Upon the Isthmus they have had to encounter the dangers incident to a state of war, 
and have exhibited courage as well as good judgment in their dealings with the con- 
tending factions. 

Respectfully, Charles Paine, General Manager. 
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Table A. — Balance sheets December 31 j 1901, 

Cost of road, real estate, and equipment \ ^n «ii 10^ <m 

New terminal at La Boca f »ii,mi,i«).w 



RESOURCES. 



Floating equipment: 

Steamers AUian^a, Finance, and Advance, reduced value December 

31,1900 1267,419.27 

Tugs and lighters, reduced value December 31, 1900 «345, 995. 13 

Depreciation fund for tugs 2, 100. 00 



343,895.13 
611,814.40 



Total 12,562,501.06 

Bonds in treasury: 

206 6 per cent Panama Railroad Company sinking fund subsidy bonds. 206, 000. 00 
897 4i per cent twenty-year gold sin King fund bonds 898, 037. 50 

1,104,087.60 

On deposit with financial agents for redemption of bonds: 

6 per cent subsidy bonds 31, 000. 00 

Advance of subsidy to Republic of Colombia 1 , 202, 000. 00 

Improvement and construction accounts 129, 598. 14 

Current assets: 

Cash in banks and with agents 434, 420. 22 

Coal and supplies on hand 158, 548. 55 

Due from connecting companies 112, 229. 01 

Due from United States Government 26, 671. 87 

Due from companies and individuals .*. 116, 7l6. 36 

Accrued interest on deposits 4, 771. 04 

Accrued interest on securities owned 2, 807. 50 * 

Unadjusted accounts, including purchase of leasehold Pier 57, N. R., 

until 1911 67,829.42 

Prepaid insurance and charter of steamers 20, 864. 28 

944,368.25 

15,963,494.95 

LIABILITIES. 

Capital stock $7, 000, 000. 00 

A\ per cent, twenty-year sinking fund gold bonds (authorized issue, 
$4,000,000): 

Issued to date (2,962 bonds, less 420 bonds previously redeemed ) $2, 542, 000. 00 

Drawn for redemption in 1901 141 , 000. 00 

2,401,000.00 

Total capital stock and mortgage liabilities 9, 401, 000. 00 

Six per cent gold sinking fund subsidy bonds a 1, 202, 000. 00 

Due contractors, new terminal at La Boca* 929, 812. 15 

Bonds drawn for redemption not presented for payment: 

6 per cent subsidy bonds 32, 000. 00 

Accrued interest on bonds: 

4i per cent twenty-year gold bonds (1, 526 bonds) 17, 167. 50 

6 per cent subsidy bdnds 12, 020. 00 

29, 187. 50 

Funds for redemption of bonds: 

4i per cent twenty-year gold bonds 62, 248. 11 

6 per cent subsidy bonds 72, 915. 00 

135, 163. 11 

Due Republic of Colombia: 

Department of Panama 21, 875. 00 

I\md for replacement of boilers and special repairs to tugs 15, 000. 00 

Current liabilities: 

Isthmus drafts not presented 26, 987. 43 

Coupons not presented 5, 642. 50 

Aumted vouchers 62, 157. 99 

Unclaimed dividends 111. 00 

Due deceased or missing employees 2, 213. 27 

87, 112. 19 

Balance to credit of profit and loss 4, 110, 345. 00 

Total 15,963,494.95 

6 Of this amount $871,000 will become due in 1905. and is secured by an equivalent amount of the 
Company's new 4i per cent bonds as collateral. Tne total may be reduced in the meantime at the 
Option of the company by payments on account. 

o 1,202 6 per cent gold sinking fund subsidy bonds of $1,000 each, amounting to $1,202,000, issued 
November 1, 1880, fall due November 1, 1910. 

To meet this bonded indebtedness, $225,000 annually of the Colombian Government subsidy was 
pledged till March 27, 1908, the same to be applied by the company: First to the payment of the 
uiterest, and second, as a cumulative sinking fund for the redemption of the principal; the bonds 
to be diuwn yearly in September to an amount equal to the then surplus of the subsidy sinking fund, 
the drawn bonds to be paid on November 1 after each drawing, and thereby redeeming the whole 
issue in 1906. 

S. Deming, Treasurer. 
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Tablb b.— Profit and lo»» afcottiil, December 31, ISOl. 

Debit. 

TiniiiuhiiiKlrniaii.tihlrluenlh dividend %m.m.V) 

.()p,-rimiiK,>s|.,Mi>rt S.WS.M'.M 

-\ppri>l<rNilii>i|.i fLirdoi>nL'4'i^Hi4>n dud special repHirHof tQE^ &,IDQ.DD 

Kijwt lilmri,-,'- _ J96,!1I.<1 

iiiimiiwiuii,'ni'v.iiiiiiyivnu.'iiofl".V.V.V-lV.V.V.!l".!l!y.V//.V.!V.'.!V.".'.".'.!".'.!".'.; i8.mT! 

BttlaOLT, KSji-'tBoviT liiiljililiis, llpcemiierai, 1901 4,110,3B.» 

Cbkdii. 

By bKliince, Deceinlicr 31 , 1900 a,fl67,B31,B9 

Grow BMoinits 3.1M,70«.«7 

41 per cent [ wen tr-year sin king fund giild bonds, redeemed 141,D0a.[» 

Aecounw ol previous years selfled 1, l,'il. C 

Tolal - - -. 7,206,S7ti.(B 

Table No. 1. — Compariitirt elalemenl of operalmg exptnta of railroad /or thtj/eari 
ending Ikmnl-er 31, IHOO iind 1901. 



2,485.74 2,B7t« 
11.442.40 I U.OTim , 
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Table No. 2.- 



■Comparative statement of expenses of deamshlp line — Atlantic service— for 
years ending December Sly 1900 and 1901. 



1901. 



1900. 



Steamer expenses: 

Port charges 

1901. 1900. 
Custom-house entrance, clearance and con- 
sular fees, etc $15,279.23 *12, 753.83 

Pilotage 7,361.88 6,620.89 

Quarantine 938. 00 979. 00 

Docking 

Equipment, deck, engine, and commissary departments 

Fuel 



Feeding passengers and crew 

Insurance 

Labor on cargo 

Labor on coal 

Labor on a^hes 

Loss and damage 

Oil and waste 

Painting ships' bottom 

Repairs, deck, engine, and commissary departments 

Stores, deck, engine, commissary, and surgeon's departments. 

Stationery and printing 

Telegrams and cables.' 

Towage 

Wages 

Water 



Washing 

Other expenses 



Total. 



Agency expenses: 

Advertising 

Insurance 

Labor 

Office expenses 

Repairs and rent of offices and wharves 

Salaries of agents and clerks 

Stationery and printing : 

Taxes 

Other expenses 



Total. 



$23,569.11 $20,853.72 



1,163.68 

10,628.16 

111,460.11 

62,894.06 

22, 760. 53 

121,278.24 

14,336.98 

1,435.00 

6,038.14 

:2,167.42 

1,403.00 

44,706.34 

12, 462. 84 

875.98 

1,205.78 

1,484.80 

130,33L36 

12, 578. 43 

1, 772. 11 

1,833.38 



586, 877. 45 



2,669.30 

1, 759. 21 

16.645.71 

5,962.49 

57,388.51 

29,298.42 

1, 443. 80 

1,000.03 

1,035.34 



I 



3,426.29 

10,889.11 

89, 512. 67 

65,279.69 

22,728.10 

121,072.38 

12,196.91 

1,291.00 

3,184.06 

1,523.80 

2,815.04 

84,431.86 

12,752.65 

430.46 

1,463.54 

1.535.30 

116,968.22 

11,463.63 

1,227.37 

1,866.37 



576,391.96 



2, 885. 15 

1,307.86 

17,374.27 

7, 126. 75 

55, 316. 78 

29,546.51 

1.486.61 

960.00 

686.79 



117,202.81 I 116,689.67 



Table No. 3 — Cohtparative statement of general expenses^ New Yorkj for the years 

ending December 31, 1900 and 1901. 



1901. 



xeneral expenses, New York: 

Advertisiiig SI, 728. 59 

General office expenses , 6, 615. 74 

Legal services and expenses 9, 149. 82 

Salaries of general officers and clerks and directors' and committees' 

fees 70, 271. 60 

Stationery and printing . . . .• 1, 181. 23 

Telegrams and cablegrams 1, 620. 07 

Other expenses 1, 074. 93 

Total 91,641.98 



1900. 



$1,659.64 
9,765.18 
8,246.30 

73,784.66 
1,38L20 
2,199.83 
3, 141. 81 



100, 178. 62 



[Extract from the fifty-third annual report of the Panama Railroad Company.] 



New York, March 26, 1903. 
To the stockliolders of the Panama Railroad Company. 

For the eighth time I respectfully present for your consideration the annual report 
)f the board of directors. 

1 call your attention to the report of the general manager, with the accompanying 
itatement of earnings and expenses for the calendar year 1902, and the treasurer's 
Milance sheet and transcript of profit and loss account, which will furnish you 
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detailed infonnation upon the phymcal and financial aspects of the company's pro- 
pertieH and businete. 

Capital stock issue (unchanged) 17,000,000.00 

The present outstanding lx>nd issues, are — 
Sinking-fund 6 per (%nt suMdy bonds: 

Original issue of (being payment in advance of the annual sub- 
sidy of $225,000 to the Republic of Colombia) $3, 000, 000. 00 

Kedeeme<*l bv annual sinking-fund drawings, including $153, 000 

drawn'in liK)2 1,951,000.00 

Outstanding at this date 1,049,000.00 

Of those outstanding $180,000 are owne<l by the company and 

held in its treasury 180,000.00 

Leaving in the hands of the public 869,000.00 

By the operation of the sinking-fund provision oi this issue, all of the bonds out- 
standing will l)e redeemed in 1908. 
First-mortgage 4} jier cent 2()-year gold Iwnids. 

Authorized isjsue of $4, 000, 000. 00 

Held by the public $2, 364, 000. 00 

Re<leemed by annual sinking-fund drawings, in- 
cluding $140, 000 <lrawn in 1902 701, 000. 00 

Held in the company's treasurv 9;^,^0(X). 00 

4,000,000.00 

Through the oj)eration of the sinking fund this indebtedness will be reduced by 
1917, the date of maturity of the mortgage, t^) $1, 199,000. It is the only mortgage 
lien upon the company's propertv. 

Dunng 1902, in addition to the payment out of the year's gross earnings of the 
$250, 000, annually due the Colombian Oovernment, and the redemption, with inter- 
est, of $140,000 of the company's 4 J per cent first-mortgage bonds, $124,802.84 was 
expended out of accumulated earnings for carrying on new construction and improve- 
ments to the (company's property ashore and afloat at the Isthmus, begun in 1901. 
That sum has been distributed partly to capital accounts and partly to operating 
expenses of the years 1902-1906, according to its character and as already authorized. 

Out of net earnings of the year 1901, a (lividend of 2 per cent was declared and paid 
to the stockholders in June last, and a like dividend of 2 per cent was declared and 
paid in September last, out of the current net earnings of 1902. 

The port and terminal at La Boca, which was ('ompleted and opened to commerce 
on January 1, 1901, has fully justified the expectations of the management. The 
total cost of this great work was $2,161,552.39, all of which has been paid, so that 
the company has no outstanding indebtedness in this regard. 

The facilities of the pier at J^ Boca, have been incr€»ased bv the addition of four 
large electric transporters with auxiliary operating plant, as shown by the general 
manager's report herewith; required depths in the basins adjoining the pier and in 
the maritime channel approach to it have l)een maintained at large cost, but results 
obtained in operating the tenninal have fully warranted the outlay. 

The La Boca port and terminal, which connects by a branch road with the main 
line, is open to (commerce, and ships of large capacity now load and discharge directly 
at this dock. In addition to the facilities oi the La Bo<ja port the business of the 
company has recjuired the maintenance, also, of its terminal facilities in the city of 
Panama. 

The company's operations on the Isthmus were seriously hampered by revolution- 
ary disturbances, which (continued there during the year and caused the company 
large expense for the gratuitous transportation of Government troops and material 
under its concessionary contract with the United States of Colombia. Numerous 
new taxes and imposts whi(;h restricted traffics were levied by that Government that 
were later in part discontinued. 

The company's relations with the Colombian (lovemment officials, both national 
and State, continue friendly, all differences that arose during war operations having 
been satisfactorily adjusted. 

New contracts were entered into with the Pacific Mail Steamship Company to coyer 
traffic on the Pacific coast north of Panama, and with the Pacific Steam Navigation 
Company and the Cia Sud Americana de Vapores to cover traffic on that coast south of 
Panama, which resulted in the discontinuance in June, 1902, of this company's 
steamship service on the Pacific between Panama and San Francisco, that had not 
proved as remunerative as desired; under the new contract with the Pacific Mail 
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Steamship Company weekly departures from Panama and San Francisco have been 
inaugurated. 

The company's traflSc connections on the Atlantic side with the Ham burg- Ameri- 
can Line, Compagnie Generate Transatlantique, Royal Mail Steam Packet Company, 
Leyland Line (West India and Pacific branch), Harrison Line and CompaAia Tras- 
atlantica de Barcelona, which connect the Isthmus with the leading ports of Europe, 
continue satisfactorily, as they have done without interruption for more than a quar- 
ter of a century. 

The company's steamship line from New York, which connects with the railroad 
at Colon, continues a remunerative branch of the service. 

The result of the company's operations was materially affected by a constant advance 
in cost of fuel, materials, and labor. 

The condition of the company's property has been fully maintained and many 
improvements added, for the interesting account of which I refer you to the general 
manager's report. 

I again refer you to the other accompanying reports for more detailed particulars. 

Respectfully submitted. 

J. P^DWARD Simmons, President, 



Panama Railroad Company, 

New York, March 18, 190S. 
To the President of the Panama Railroad Company. 

Sir: I respectfully submit the following report of the business and operations of the 
Panama Railroad Company for the year ending December 31, 1902, and of the condi- 
tion of the company's property. 

The operations of the year show the following results: 

Statement of earnings and expenditures. 



1902. 



EARNINGS. 

Railroad: 

Colon to Panama— I 

Freight > $559, 392. 30 

Treasure 7, 223. 08 

Mails I 49,402.46 

Extra baggage I 8, 816. 26 

Passengers 31, 736. 21 



656,569.31 



Panama to Colon — i 

Freight | 522, 667. 88 

Treasure 16, 035. 16 

4,818.45 

7, 142. 35 

32, 112. 16 



Mails 

Extra baggage. 
Passengers 



Total earnings of railroad 

Panama railroad steamship line- 
Atlantic service — 

Freight 

Treasure 

Malls 

Extra baggage 

Passengers 

Miscellaneous 



Pacific service — 

Freight 

Passengers 

Extra baggage. 



Joint railroad and steamship receipts 
Total earnings 



582, 776. 00 



1,239,345.31 



652, 966. 87 

5, 556. 51 

83,013.99 

1,945.07 

150,824.81 
4,008.88 



898, 316. 13 



1901. 


Increase. 


Decrease. 


$606, 185. 65 




$46, 793. 35 


4, 182. 77 


$3,040.31 




52, 254. 08 


2, 851. 62 


9,695.40 
39,236.81 




879. 14 




7,501.60 







711,554.71 




54, 985. 4a 







590,624.07 
14, 334. 07 




67, 956. 19 


1.701.09 




4,780.47 1 37.98 




7, 460. 37 
36,417.87 




318.02 




4, 305. 71 






653,616.85 




70, 840. 86 






1,366,171.56 




125, 82o. 25 









718, 607. 88 




65, 641. 01 


4,951.65 


604.86 




79, 015. 83 


3, 998. 16 




2, 186. 69 


24i.62 


154,571.58 




3. 746. 77 


7, 517. 21 




3, 508. 33 








966,850.84 





68,534.71 



161,051.32 

6,029.00 

37.91 



167,118.23 



349,277.33 


188, 226. 01 


16, 425. 25 


10. 396. 26 


120.18 


82. 27 






365,822.76 


198,704.53 



458,035.96 498,863.81 



2,762,815.63 i 3,196,708.97 



40, 827. 86 



433,893.34 
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Statement of earnings and expenditures — Continued. 



BXPBNDITURE8. 

Operating expennefl of railroad: 

(reneral expenses on Isthmiu 

Conducting transportation 


1902. 


1 

1901. Increase. 

1 

I 

1 
940.378.20 : S2.460.16 


Decrease. 


1 

1 

$42,838.36 

342,321.45 

118,080.25 

91.409.93 




378,022.88 

116.519.83 

95.341.62 




930,701.43 


Maintenance of equipment 


"i, '666*42* 




Maintenance of way and HtructureH 

Panama Railroad ^teamnhip Line: 
Atlantic nervice— 

Steamer expennt's 


3,871.69 


1 






594,709.99 


625.262.53 




30.552.51 








552. 276. 86 


585,877.45 
117,202.81 
164,929.38 




33,600.59 
64.89 


Agency expennes ' 117, 137.92 

Charter of HteamerH i 120, 570. 19 






44,859.19 


789. 9M. 97 








868.009.64 




78,024.67 




- 1 , -- - 






Pacirtc service- 
Steamer expenHCM 


91,444.93 
54, 019. 67 


216,580.21 
111.798.89 




126.ia5.28 


Agency expenHe8« 




57,779.22 


Charter of steamers 


106,862.50 279,659.33 




172,796.83 


Joint railroad and steamsliip expenHCM 






252. 327. 10 


608,038.43 




355,711.33 






319,093.71 1 333,89<).64 




14,802.93 


Total operating expenneH 

Earnings over operating expenses 






1,956,115.77 


2,435,207.24 




479.091.47 






806,699.86 


761,^1.73 


46. 198. 13 






Appropriations for depreciation and special re- 
pairs of tugs: 
Depreciation of tugs 


2,100.00 
3,900.00 


2,100.00 
3,000.00 






Replacement of boilers and special repairs 
of tugs 


900.00 










6.000.00 


6,100.00 


900.00 








Fixed charges: 

Subsidy to the Republic of Colombia 

Redemption of subsidy bonds 


25,000.00 
152, 880. 00 


25,000.00 
144 240. nn 






8,640.00 




Interest on subsidy bonds 


72,120.00 80,760.00 

99,882.50 70,200.00 

150,000.00 1 150,000.00 

5,432.96 ! 26,611.61 

1 


8,640.00 


Interest on first mortfirafire bonds 


29,682.60 




Redemption of first mortgage bonds 

Interest on balance due La Boca wharf 
contractors 






21,178.65 










605,316.46 ; 496,811.61 


8,603.85 








Total appropriations and fixed charges... 
Net income 


611,315.46 501,911.61 




9,403.85 






295. 384. 40 *259 500 1 1 


36,794.28 













((Includes wharfage at La Boca. 

Gross revenue receipts, expenditures, and net earnings for 1902, compare, as 
under, with those of 1901: 



1902. 
1901. 



Increase in 1902 

Decrease in 1902 

Increase infixed charges, 1902. 

Increase in profit, 1902 , 



Earnings. 



92,762,815.63 
3, 196, 708. 97 



433,893.34 



penses. .^^ expenses. 



91,956,115.77 
2,435,207.24 



9806,699.86 
761,601.73 



479,091.47 



46, 198. 13 



Appropria- 
tions for de- 
preciations, 
etc. 



96.000.00 
6,100.00 



900.00 



Net earn- 
ings. 



9800,699.86 
756,401.73 



44,298.13 



8,503.85 



35,79128 
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Earnings. 



RAILROAD. 



The total earnings of the railroad proper, for 1902, show a decrease of $125,826.25, 
or 9.22 per cent, as compared with the earnings for 1901. There was a falling off in 
all kinds of traffic excepting treasure, which shows an increase of $4,741.40, or 25.61 
per cent. 

Freight traffic, eastbound, decreased almost 18,000 tons from South Pacific ports, 
and over 11,000 tons from San Francisco, while the decrease in westbound freight to 
San Francisco was 11,000 tons, and to South Pacific ports 6,000 tons. 

Traffic to and from Panama, Central America, and Mexico increased slightly over 
last year. 

The following table shows the freight tonnage carried over the railroad in 1902, as 
compared with 1901: 

[Ton of 2,000 pounds, or 40 cubic feet.] 



Year 
ending 
Decem- 
ber 31, 

1902. 



Year 
ending 
Decem- 
ber 31, 

1901. 



WestVK)und I 180,207 195, 743 

Ea«tbound I 166,422 : 189,841 

I , ■ 

Total j 346,689 i 385,5^4 



Increase. 



Per cent. 



Decrease. 



Per cent. 
7.91 
12.34 



10.09 



The gross earnings per ton moved on the road compare as follows: 



Westbound .. 
Eastbound . . . 

Average 



Year 
ending 
Decem- 
ber 31, 

1902. 



$3.11 
3.14 



3.13 



Year 
ending 
Decem- 
ber 31, 

1901. 



$3.10 
3.11 



3.10 



Increase. 



Per cent. 

0.32 

.96 



97 



Decrease. 



Per cent. 



Table No. 5, accompanying this report, shows the origin and destination of the 
freight carried over the railroad. 

Compared with 1901, the total tonnage transported over the railroad in 1902 shows 
a decrease of 38,895 tons, or 10.09 per cent, and the earnings a decrease of $114,749.54, 
or 9.59 per cent. 

Of the total tonnage carried, 52 per cent was westbound and 48 per cent eastbound. 
In 1901 these percentages were 50.77 per cent and 49.23 per cent, respectively. 

The proportion of through traffic to the total tonnage handled was 78.61 per cent; 
in 1901 through freight amounted to 81.70 per cent.' 

Coal comprised 60.21 per cent of the local traffic westbound. 

The following statements show the number of passengers carried and the passenger 
earnings: 



Classifleation. 


Number of passengers 
carried. 


Passenger earnings. 




1902. 


1901. 


Decrease. 


1902. 


1901. 


Decrease. 


First-class * 


3,862 
76,946 


4,687 
84,674 


Per cent. 

15.81 

9.02 


$26,631.78 
38,216.69 


$28,507.47 
47,147.21 


Percent. 
10.09 


Second-class 


18.94 






Total 


80,808 


89,161 


9.37 


63,847.37 


76,664.68 


16.61 
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Average receipts per paiaenger. 



iWi. 1901. ilncrease.'DMreue 



Through Id. 97 K.W 

Local 3.58 3.7; 

Secoad-clmu: 



The total paseenger earnings are 163,847.37, or 15.61 per cent less than in 1901, 
Firat-clase iwssengere decreased 725, or 15.81 per cent, in numljer and t2,875.68,or 
10.09 percent, in eorninga. Second-class passengers decreased 7,62H, or S,02 pendent, 
in number and $8,931.62, or 18.94 per cent ' 



The tnlal earning? of the Atlantii' Line from all soiirccp amounted to fa9H,316,I3, 
a decrease of S6M,.534.71, or 7.09 per cent, the loss iieing alraoet entirely due to the 
larefe falling ofi in timn^e to and from Sotitli Pacitlc portn and San Francisco. 

Of the total tonnage transported, 104,062 tona were carried hy the Company's 
steamers and 54,340 tone by chartered steamera. 

The Pacifii! Line was in operation only about eix months, the last steamer aaillnj 
from San Francisco on June 12, and from Panama, July 5, which accounls for the 
large decrease in its earnings of $198,704:.53, or 54.32 pet cent. 



The net result of all the accounts grouped together under this heading showsade- 
crease in earnings of $40,827.85, or 8.18 per cent. 

The following table will show the number of tona lightered in Panama Bay and 
handled on Iji Boca wharf during the year 1902 as compared with 1901 : 





«. 


1»1. 


„.,-, 




Tbns. 
209, («l 

20,980 


Ibmi. 


«'-, 
















230.104 


XX,^ 


Iff 



«,2ra,63! I fSCBSlSt 

)B,0SS.43 1 3M,ni.» 

(3,896.64 , ; !<.««■» 

5,100.€0 I gflOO.DO j 

10,307,24 ' I nv^'" 
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RAILROAD. 
CONDUCTING TRANSPORTATION. 

Tbe expenses of this department show a decrease of- $30,701. 43, or 8.23 per cent, 
as compared with 1901. The tonnage moved decreased 38,895 tons, or 10.09 per cent. 

An important expense wais incurred by the free transportation of mannes and 
sailors of the United States engaged in maintaining the security of the transit upon 
the Isthmus. 

From February 1 to December 31 , 1902, there were also transported without charge 
56,384 soldiers for the Colombian Government, and during the year 15,525 Govern- 
ment officials and employees on passes. 

MAINTENANCE OF EQUIPMENT. 

The total charge under this heading amounted to $118,080.25 during the year, an 
increase of $1,560.42, or 1.34 per cent, as compared with 1901. 

The running repairs upon the whole of the equipment have been promptly executed 
as required; in addition, 4 switch engines received thorough overhauling, engine No. 9 
having a new boiler. 

Four road engines which had been out of service for many years were repaired 
thoroughly and put into use. 

Eleven cars in the passenger service underwent general repairs. 

Forty-one box cars, 31 coal cars, and 65 flat cars received general repairs, and 19 
coal cars had the sides raised to increase their capacity. New cars were built to 
replace all the missing numbers referred to in the annual report for 1900. 

MAINTENANCE OF WAY AND S'yiUCTURES. 

The track bridges and buildings have been well maintained, the expenditures being 
$91,469.93, a decrease of $3,871.69, or 4.06 per cent. 

Two hundred tons of new steel rails of 70 pounds per yard have been laid in the 
main track; such of the rails removed as were suitable hav6 been used to extend the 
sidings in Colon and Panama yards. 

Repairs of inasonrv include a new facing, upon a pile loundation, of the south 
abutment of bridge No. 48; an apron at bridge No. 42, of 4,000 square ifeet area; two 
pipe culverts replacing destroved stone culverts, and many small improvements at 
other bridges. 

The track between Panama and Pedro Miguel, which is used as a highway for 
pack animals, has been strengthened by widening the roadbed with stone where it 
had been trampled away — over a distance of about seven miles. 

One thousand five hundred feet of drain tiles have been laid in cuttings. 

Important repairs to the docks at Colon were found necessary, and have been com- 
pleted in a substantial manner; the changes upon pier No. 2, begun last year, were 
finished. 

The beach road at Colon, in front of the company^s dwellings and shops, has been 
protected with stone. 

In order to facilitate the handling of large quantities of coal, the lagoon adjacent 
to the piers No. 1 and No. 2 at Colon has been filled, ready for use as coal-storage yard. 

The water station at Pedro Miguel has been improved by the erection of a 20,000- 
gallon tank, with suitable arrangements for a rapid supply to the water cars, by 
which Panama and La Boca are furnished during the dry season. 

STEAMSHIP LINES. 

The operating expenses of the line between New York and Colon were $789,984.97, 
a decrease $78,024.67, or 8.99 per cent, as compared with the previous year. Owing 
to the large decrease in tonnage from San Francisco and South Pacific ports, only 
three extra cargo ships were required to handle the freight moving to New York, 
which accounts for the decrease of $44,359.19 in charter of steamers. In 1901 there 
were two round trips and seven trips. Colon to New York, of extra cargo ships. 

On October 24, 1902, the steamship Advance was laid off for repairs, her place 
being filled by a chartered vessel. 

Although the Pacific line was discontinued in July, the expenses of the San Fran- 
cisco agencv have been continued as a charge to that line until the .end of the year, 
while me cnarges to steamer expenses after July, as shown in Table No. 13, are princi- 
pally for loss and damage to freight. 
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JOINT RAILROAD AND STEAMSHIP EXPENSES. 

The combined expenditures under this head, which inchide general expenses, 
foreign-agency expenses, lighterage, docks and wharves, real estate, etc., amounted 
to $319,093.71, a clecrease of $14,802.93, or 4.43 per cent. 

Four of the oldest launches have been condemned; the three new ones purchased 
last year have been completed and are in use. 

GENERAL REMARKS. 

During the perio<l from 1894 to 1902, inclusive, the i)ercentage of total expenses to 

gross eamingj' was as follows: 

Per cent. 

1894 69.93 

1895 : 61.63 

1896 53.94 

1897 (including taxen and appropriations for depreciation, etc. ) 61. 12 

1898 ( including taxes and appropriations for depreciation, etc. ) 64. 91 

1899 (including taxes and appropriations for depreciation, etc. ) 64. 66 

1900 (including taxes and appropriations for depreciation, etc. ) 65. 25 

loni /(including taxes and appropriations for depreciation, etc.) 64. 72 

^^^ \(or including Pacific line not operate<l in 1900) 76. 34 

1902 /(including taxes and appropriations for depreciation, etc. ) 65. 87 

\(or including Pac'ific line operated for six months) 71. 02 

At the request of the Government this company assumed the lighting of the city 
of Colon for the Colon Illuminating Company, receiving due compensation. The 
electric-light plant and the ice plant, which are operated together, have become self- 
sustaining and contribute much .to the comfort and health of the company's em- 
ployees. The general illumination has added to the security of the property. 

Dredging of the La Boca basin and in the maritime channel has been continuous; 
the use of the new wharf has been constant and without interruption, to the great 
benefit of the cargoes exchanged. 

Four electrical cranes and an electric plant for operating them are in course of 
erection, to supplement the steam cranes on the La Boca pier, at which the tonnage 
handled increased by 5Q per cent over last year; practically superseding the use of 
lighters, except for coal and storage. 

The land department has continued to increase its revenue, notwithstanding the 
continuance of political disturbances and the temporary suspension of the adminis- 
tration of justice. 

Telephone instruments have been provided for the trains, enabling the conductors 
to have communication with the terminal officers at any point on the railway. 

The oflScers and employees have served the company faithfully. Upon the Isth- 
mus they have again had to deal with contending factions; by their courageous and 
judicious conduct they maintained the transit without serious interruption and con- 
tributed in no small measure to the reestablish m en t of peace. 
Respectfully, 

Charles Paine, General Manager. 

Table A. — Balance sheets December 31, 1902. 

RESOURCES. 

Cost of road, real estate, and equipment I *ii aoa am a8 

New terminal at La Boca / «ii.«»t>.4^^-^ 

Floating equipment- 
Steamers Alliaiiqa, Finance, and Advance, reduced value December 
31,1901 8267,419.27 

• Tugs and lighters, reduced value December 31, 1901 ^3, 895. 13 

Cost of 3 new coal lighters 36, 342. 40 

380,237.53 
Depreciation fund for tugs and cost of 4 lighters condemned 

and out of service 62, 100. 00 

318, 137. 53 ^. 

585,556.^ 

Total 12,572,009.^ 

Bonds in treasury: 

180 6 per cent Panama Railroad Company sinking-fund subsidy bonds. 180, 000. 00 

935 4i per cent twenty-year gold sinking-fund bonds 936, 037. 60 ^^ 

1, 116, 037. ^ 
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On deposit with financial agents for redemption of bonds: 

6 per cent subsidy bonds 32, 000. 00 

Advance of subsidy to Republic of Colombia 1, 049, 000. 00 

Improvement and construction accounts 114, 466. 98 

Fund for replacement of boilers and special repairs to tugs 22, 544. 88 

Current assets: 

Cash in banks and with agents 471, 525. 50 

Coal and supplies on hand 187, 682. 74 

Due from connecting companies 128, 949. 27 

Due from United States Government •. 21, 025. 16 

Due from Republic of Colombia 21, 367. 21 

Due from companies and individuals 55, 279. 95 

Accrued interest on deposits 6, 677. 06 

Accrued interest on securities owned 2, 047. 50 

Unadjusted accounts, including purchase of leasehold pier 67, N. R., 

until 1911 79,515.71 

Prepaid insurance and charter of steamers 19, 506. 27 

988,576.36 

15,894,625.40 
LIABILITIES. 

Capital Stock $7,000,000.00 

4i per cent twenty-year sinking fund gold bonds (authorized issue, $4,000,000): 

Issued to date (4,000 bonds, less 561 bonds previously redeemed) $3, 439, 000. 00 

Drawn for redemption in 1902 140,000. 00 

3,299,000.00 

Total capital stock and mortgage liabilities -. 10, 299, 000. 00 

6 per cent ^old sinking fund suosidy bonds « 1, 049, 000. 00 

Bonds drawn tor redemption not presented for payment: 

6 per cent subsidy bonds 32, 000. 00 

Accrued interest on bonds: 

4i per cent twenty-year gold bonds (2.386 bonds) $26, 842. 50 

6 per cent subsidy bonds 10, 490. 00 

37,332.50 

Funds for redemption of bonds: 

4i per cent twenty-year gold bonds 63, 300. 85 

6 per cent subsidy bonds 74, 825. 00 

137,625.85 

Due Republic of Colombia: 

Department of Panama 21, 876. 00 

Allowance to cover excess interest over contract rate on 41 per cent bonds sold to prepay 

indebtedness due contractors new terminal at La Boca on October 15, 1905 39, 386. 44 

Current liabilities: 

Isthmus drafts not presented $13, 591. 11 

Coupons not presented 7, 247. 50 

Audited vouchers y 58, 632. 21 

Unclaimed dividends 117. 00 

Due deceased or missing employees 2, 230. 70 

76, 818. 52 

Balance to credit of profit and loss 4, 201, 687. 09 

15,894,625.40 
S. Deming, Treasurer. 



Table B. — Profit and loss account^ December Sly 1902. 

Debit. 

To one hundred and fourteenth dividend $140, 000. 00 

One hundred and fifteenth dividend 140, 000. 00 

Operating expenses 1, 966, 116. 77 

Appropriations for depreciation and special repairs of tugs 6, 000. 00 

Fixed charges 505, 315. 46 

Cost of 4 lighters condemned and out of service 60, 000. 00 

Adjustment of accounts of previous years 5, 599. 48 

Uncollectible accounts, etc.. written off 120. 17 

Balance, assets over liabilities, December 31, 1902 4, 201, 587. 09 

Credit. 7,014,737.97 

By balance, December 31, 1901 4, 110, 346. 00 

Gross earnings 2,762,815.63 

Ak per cent twenty-year sinking fund gold bonds, redeemed 140, 000. 00 

Accounts of previous years settled 1, 577. 34 

7,014,737.97 



a 1,049 six per cent gold sinking-fund subsidy bonds of $1,000 each, amounting to $1,049,000, issued 
November 1. 1880, fall due November 1, 1910. 

To meet this bonded indebtedness, $226,000 annually of the Colombian Government subsidy was 
pledged till March 27, 1908, the same to be applied by the company: First, to the payment of the 
interest, and second, as a cumulative sinking fund for the redemption of the princinal, the bonds ta 
be drawn yearly in September to an amount equal to the then surplus of the subsidy sinking fund, 
the drawn bonds to be paid on November I after each drawing, and thereby redeeming the whole 
issue in 1908. 
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Qeneral eupeiuitH on Ihe Isthmiu: 

AdvenlsliiK 

CublWMIlW 

Hwpilal nervlCB 

LmsI eipenoeii 

fialarlesol offlcere 

i<iiliirlef> of t'lcrkn and atlenilaiitii 

itKn Qxpenaes. Matlnnpry anil prjniing 

Olh IT expenw" 

Tulsl 

Conduct Infi tranHponntlon: 

Advi'itlallig 

EnKln^Tsaiid areinen 

Fuel lur locomoUvtg' 

Labor— Colnn and nmama inationH 

Oil. lullov. H-BMe, and otiitfi supplies for locomollvef . 

KnundhiHDie men 

Superlntendeuce and clerks 

Swltdunvn, yardmen, and yani wah'hmcn 

illation aKTiits and clcrka 

8lation supplies and expeaws 

Slaliniieiy and printing 

Train conductors. buK^igenien, flagmen, and bnken 
Train aumiUes and eJipense,« 

Water supply tor locomotli-es 

Other expsnaea 

Total 

Uaintenance of equipment: 

Repairs ol freight cars 

RepKltf ol paBienner cars 

Repairs and renewals ol shop machinery and tools... 

Superintendence and elerks 

Stationery and printing 

Total 

Mainlenaiice ot way and struotiiros: 

Repairs ot bridEes and culverts 

Repainand renewal o( general olllccs 

Rejmlrs'ol road machinery and tools 

Repairs of roadway and track 

Renewals ol switches and frogs 

Renewals n( spikes and rail faitenlruts 

Repairs and renewal of station bulldli^s 

Repalnof shop buitdlngs, water and fuel statlona ... 

Repairs ot section houses, tool house*, etc 

Renewal ot ties 

Repairs of lelegmph 

Removal of weeds, brush, grass, etc 

Stationery and printing 

Other eiiM>nses 

Total 





IB02. i 
•T.Ss' 

j:S:|l 

4.W9.81 


■m 
































3:jw&.w 



SB, 709. 77 
108,914; 03 

ass 

61,927.39 

s]meo 

17 848.07 
3,538.08 

li.I5S.77 


1.288,04 

39,17E.58 
44.345.99 

a! 779103 

III 
III 

3.629,K 


812,121.45 


373.022,(8 


45,614.92 

8:741.48 
'262.78 


60.miS 
24,216.16 

,!:S:S 


118,080.26 


118,519.6! 


'*47i:91 
2,a0B.37 
3S,806.67 

1,IW6:S9 
9,432.14 
10,900.49 

fi.93i:80 
2,9r>4.6B 
S,»>7.e9 

''ii 


12,493.2) 

III 

1,110,31 

^K 

3WI.01 
8,307.ffl 
3^> 


91,4K9.9a 





I annual report of th 



tailrond Cotnpany.] 



Nbw York, March Si, 1S04- 
To the itockkoldefs of the Panama Railroad Coiiipamj: 

I respectfully present for your wjnRideration the annual report of the board « 
directors tor the calendar year 1903. 

I call your attention to the report of the general maJiager, with the accompanjiW 
statement of earnings and expenses for the calendar year 1903, and the trrfBurer' 
balance sheet and transcript of profit and loss account, which will furnish yo" 
detailed information upon the physical and financial aspects of the company's prop- 
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The present outstanding bond issues are: 

Sinking fund 6 per cent subsidy bonds: 

Original issue of $3,000,000 

(Being payment in advance of the annual subsidy of $225,000 to the 
Republic of Colombia. ) 
Redeemed by annual sinking fund drawings, including $162,000 

drawn fn 1903 2,113,000 

Outstanding at this date 887,000 

Of those outstanding $153,000 are owned by the company and held in 

its treasury 153,000 

Leaving in the hands of the public . 734, 000 

By the operation of the sinking fund provision of this issue all of the bonds out- 
standing will be redeemed in 1908. 

Fii-st mortgage 4 J per cent twentv-year gold bonds: 

Authorized issue of 1 $4, 000, 000 

Held by the public $2,224,000 

Redeemed by annual sinking fund drawings, including 

$140,000 drawn in 1903 841,000 

Held in the company's treasury 935, 000 

4,000,000 

Through the operation of the sinking fund this indebtedness will be reduced by 
1917, the date of maturity of the mortgage, to $1,199,000. It is the only mortgage 
lien upon the company's property. 

During 1903, in addition to the payment out of the year's gross earnings of the 
$250,000 annually due the Colombian Government, and the redeiiiption, with inter- 
est, of $140,000 of the company's 4J per cent first mortgage bonds, outlay has been 
limited to maintaining the company's property in an effective condition, and com- 
pleting improvements begun in previous years. 

Construction account has been increased only by the cost of the four new electric 
transporters installed at La Boca, while operating expenses have been charged with 
the year's ( 1903) proportion of betterments, completed in 1902. 

Dividends aggregating 8 per cent were declared out of accumulated earnings and 
paid 2 per cent on April 3, 2 per cent on October 1, and 4 per cent on January 1 last. 

The company's efforts for many years to recover a considerable sum of taxes 
improperly paid to the State of New York were successful this year, and a substantial 
amount waa covered into the company's treasury. 

The important outlay required each year to maintain depths in the basins along- 
side the La Boca pier may be regarded as a " fixed charge" for the railroad until the 
Panama Canal is openea to commerce. The total cost for 1903 was less than for 
1902. 

The operation of the company's steamship line has resulted favorably, despite the 
necessity for its maintenance chiefly with chartered ships, owing to the laying up 
for repairs of S. S. Advance and Finance, whi(^h are now in progress. 

The company's connection, at Colon, with six important European steamship 
lines has been continued satisfactorily, and increased by a resumption of relations 
with Veloce Company of Genoa, Italy, and addition of the Austrian- American Line, 
thereby extending our service to ports on the Adriatic coast. 

Regular steamship connection has been established between Colon and New 
Orleans by arrangement with the United Fruit Company of Boston. 

Operations under the new contract with Pacific Mail Steamship Company to cover 
traffic on the Pacific coast north of Panama continues satisfactorily, although extreme 
quarantine regulations and destru(!tion of terminal facilities at various Mexican and 
Central American ports were injurious; better results are expected this season. 

Reports are received from time to time regarding the expected early completion of 
projected transcontinental lines to compete with this company's railroad, but no 
such competition is actively in operation yet. 

Operations under the new agreements with Pacific Steam Navigation Company and 
Cia Sud Americana de Vapores were seriously hampered by tne closing of several 
porta to commerce on the Pacific coast south of Panama, because of an outbreak of 
Dubonic plague. 

An important decrease in exports from that territory resulted, with consequent loss 
of revenue to the joint carriers. Importation, however, was maintained, and on an 
increaised scale. 
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The average coHt to the cora]>any of labor and mipplies was higher than for previous 
years. 

Karly in November, 19()3, the Department of Panama Heceded from the Republic 
of Colombia and HUctreHnfully eHtabl{Hhe<l the Republic of Panama, which new State 
has formally been recognized by nearly all of the leaiiing nations of the globe. Asa 
result the Republic of Colombia was deprived of its sovereifmtv over the territorv in 
which the company's railroad and proi)erty are located, ana the Republic of Man- 
ama has taken the place of the Republic of (/olombia in the cx)n tract of concession 
with this company. In view of the change which ha<l thus occurred, and to show 
its intention ot loyally fulfilling its duties, the Republic of Panama at once, through 
its duly qualified comniiHsioners (then in this city), gave formal notice to this crom- 
pany that the Republic ai^Humed for itself all of the oblifptions of that contract 
toward this company, which action was later ratified by their Government, and for- 
mally concurred inoy the Panama Railroa<l Company. 

The condition of the company's property has l)een fully maintained and some 
improvements adde^l, for the mteresting accrount of which I refer you to the general 
manager's re[K)rt. 

I again refer yuu to the other accompanying reports for more detailed particulars. 

Respectfully nubmitted. 

J. Kdward Simmons, JWfttdent. 



Panama Railroad Company, 

AVt/; York, March 18, 1904. 
To the PreHident of the Panama Railroad (.'ompaiuf. 

Sir: I respecjtfully submit the following report of the buniness and oj)eration« of 
the Panama Railroad Company for the year ending Deceinl)er 81, 1903, and of the 
condition of the company's property. 

The operations of the year show the following renultn: 

StatemerU of earnings and expeitdlturea. 



1903. 



1902. 



EARNIN'OS. 

Railroad: 

Colon to Panama — 

Freight 

TreaHure 

MailH 

Kxtra baggage 

PaHsengen* 



9607,614.99 
7,900.98 

50.296.41 
H, 495. 64 

32,759.08 



8559,392.30 
7,223.08 

49,402.46 
8,816.26 

31,735.21 



707,067.10 (}66,569.81 



Panama to Colon— I 

Freight I 500,010,29 

TreaBure 15, 187. 63 

Malls 5,178.90 

Extra baggage 7, 514. 43 

PassengerH I 32, (k52. 56 



660, 503. 81 



Total earningH of railroad 



Panama Railroad BteamHhip Line: 
Atlantic Hervice— 

Freight 

Treasure 

Mails 

Extra baggage 

PasMcngerM 

MiscellaneouM 



1,267,570.91 



522, 667. 88 

16,035.16 

4,818.45 

7. 142. 85 

32,112.16 



582,776.00 



1,239,845.31 



Paeiflc Hervice— 

Freight , 

Passengers 

Extra baggage , 



Joint railroad and steamNhip receiptH 
Total earnings 



674,440.02 

5,119.86 

81,015.34 

1,905.90 

154,288.89 
o, 8d9. 90 



920,579.91 



« 164. 98 



a 164. 98 



476,065.45 



652,966.87 

5,556.51 

83,013,99 

1,945.07 

150,824.81 
4,008.88 



898,816.13 



Increase. ; Decrease, 



948,222.69 
677.90 
898.95 



9320.62 



1,028.87 



60,407.79 



860.45 
872.06 
560.40 



22, 657. W 
897.53 



22,272.19 



28,225.60 



21,478.15 



4:J<).65 
1,998.65 

:J9.17 



8,414.08 



148.9^ 



22,268.78 



161,051.32 

6,029.00 

87.91 



167,118.28 



468,085.96 



2,664,051.29 



2,762,816.68 



161,216,30 

6,029.00 

37.91 

167,2S3.21 



18,029.49 



,1 98.7«H.»< 



« Debit. 
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Statement of earnings and expenditures — Continued. 





1903. 


1902. 


Increase. 


Decrease. 


EXPENDITURES. 

Operating expenses of railroad: 

General expenses on Isthmus 


$41,356.41 
338,303.93 


S42,838.36 
.^42 .S21.15 




$1,481.96 


Conductinflr traiisDortation 




4,017.52 


Maintenance of eauiDment 


113,765.69 ! 118! 080. 25 
68,814.16 91,469.93 




4,314.56 


Maintenance of way and structures 


« 


22,666.77 








562,240.19 , 594,709.99 




32, 469. 80 








Panama Railroad Steamship Line: 
Atlantic service — 

Steamer expenses 


519,298.10 
105,204.52 
234, 104. 17 

3,676.07 

3,220.92 


552,276.86 
117,137.92 
120,570.19 




32, 978. 76 


Aflrencv expenses 




11,933.40 


Charter of steamers 


$118,533.98 
3,676.07 
3,220.92 




Expenses steamer Advance, out of com- 
mission 




Expenses steamer Finance, out of com- 
mission 














865,503.78 


789,984.97 


75,518.81 








Pacific service — 

Steamer expenses 


1,601.46 


91,444.93 

54,019.67 

106,862.50 




89, 843. 47 


Aarency expenses a 




54, 019. 67 


Charter of steamers 






• 106. 862. 50 












1,601.46 


252, 327. 10 




250, 725. 64 








Joint railroad and steamship expenses 


317,342.56 


319,093.71 




1,751.16 






Total operatinjir expenses 


1,746,687.99 


1,956,115.77 




209,427.78 






Earuinirs over opera tincr expenses 


917,363.30 


806,699.86 


110,663.44 








Appropriations for depreciation and special 
repairs of steamers and tugs: ■ 
Replacement of boilers nnd special repairs 
of steamers 


6,750.00 
2,100.00 

4,800.00 


• 


6,750.00 




Depreciation of tugs 


2,100.00 
3,900.00 




Replacement of boilers and special repairs 
of tugs 


900.00 










13,650.00 


6,000.00 


7,650.00 








Fixed charges: 

Subsidy to Republic of Colombia b 


25,000.00 
162,060.00 

62,940.00 
102,645.00 
150,000.00 


25,000.00 

152,880.00 

72,120.00 

99,882.50 

150,000.00 

5,432.96 






Redemption of subsidv bonds 


9,180.00 




Interest on subsidy bonds 


9,180.00 


Interest on first mortgage bonds 


2,762.66 


Redemption of first mortgage bonds 




Interest on balance due Ta Boca wharf 
contractors 




5,432.96 










502,645.00 


505,315.46 




2, 670. 46 








Total appropriations and fixed charges. . . 


616,295.00 


511,315.46 


4,979.54 








Net income 


401,068.30 


295,384.40 


105,683.90 









a Includes wharfage at La Boca. 



b Republic of Panama after November 3, 1903. 



Gross revenue receipts, expenditures, and net earnings for 1903, compare, as under, 
with those of 1902. 



1903. 
1902. 



Increase in 1908 

Decrease in 1903 

Decrease in fixed charges, 1903 



Earnings. 



$2,664,05L29 
2,762,815.63 



ir8, / D4. t>4 



Operating ex- 
penses. 



Earnings 
ovei: oper- 
ating ex- 
penses. 



$1,746,687.09 
1,956,116.77 



$917,363.30 
806,699.86 



209,427.78 



110,663.44 



Appropria- 
tions for de- 
preciations, 
etc. 



$13,650.00 
6,000.00 



7,650.00 



Increase in profit, 1908 



Net earn- 
ings. 



$903,713.30 
800,699.86 



103,013.44 
'2,' 670.' 46 



106,683.90 



PAN RY — 05- 
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Earnings, 
railroad. 

The total eaniinf(8 of the railroa<l proper show an inc^rease of $28,225.60, or 2.28 per 
cent, over the earnings of last year. West-bound freight earnings increased $48,222.69, 
while east-bound earnings decreased $22,657.59, thus inakinjg a net increase in freight 
earnings of $25,565.10. Passenger earnings increased $1,574.27 and mail earnings 
$1,254.40. 

Freight trafflc destined to Fk)uth Pacific ports increased 4,000 tons from New York 
and 7,(X)0 tons from Europe, while there was a decreaf>e in traffic from ports south of 
Panama to New York of lO,000 tons, and to EuroT>e of 5,000 tons, as compared with 
last year— a total of 15,000 tons. In 1902 traffic from this territory was 18,000 tons 
less than in 1901. This continued falling off in tonnage from South Pacific ports is 
to be ^"eatly deplored, and earnest efforts are being made to stop it. 

Traffic to and from Central America and Mexico increased about 10 per cent over 
1902. 

The following table shows the freight tonnage carried over the railroad in 1903, as 
compared with 1902: 

[Ton of 2,000 poundfl, or 40 cubic feet.] 



West bound. 
East bound . 



Total. 



Yeani ending December 21. 


- 
1908. 


1902. 


Increase. 

Percent. 
4.18 


Decrease. 


187. 796 


MVi.Q&l 


Percent. 


161,742 ' 166', 422 


2.81 






849,538 846,689 

! 


.82 









The gross earnings per ton moved on the road (-ompare as follows : 



Year ending De- i I 

cemberSl— , l_ 

IniTcase. Decrease. 



West bound . 
Hast bound . 



Average east and west bound. 



190?. 


1902. 






1 

$3.25 


S3. 11 
8.14 


Per cent. 
4.50 


Percent. 


3.09 




1,59 






i 3.17 


3.13 


1.28 




1 





Table No. 4, accompanying this report, shows the origin and destination of the 
freight carried over tne railroad. 

Compared with 1902 the total tonnage transported over the railroad in 1903 shows 
an increase of 2,849 tons, or 0.82 per cent, and the total earnings from freight an 
increase of $25,565.10 or 2.36 per cent. 

Of the total tonnage carried, 53.73 per (^nt was west bound and 46.27 per cent east 
bound. In 1902 these percentages were 52 per cent and 48 per cent, respectively. 

The proportion of through traffic to the total tonnage handled was 80.61 per cent; 
in 1902 throujjjh freight amounted to 78.61 per cent. 

Coal comprised 52.51 per cent of tlie local traffic west bound. 

The following statements show the number of passengers carried and the passenger 
earnings: 



Classiflcation. 


Number of 
passengers 1 
carried— i increase. 

1903. 1902. 1 

; Per cent. 
4,636 ' 3,862 1 20.04 


Decrease. 


Passenger earnings— 


Increa.Mc. 


Decrease. 


- . . ^ 


! 1903. 

1 


1902. 


1 


First-cIasR 


Per cent. 


$28,114.04 


9ify^. fi:ii 7R 


Per cent. 
9.68 


Percent. 


Second-class 


73,229 ; 76,946 




4.83 


37.307.60 ! 38.216.59 


2.38 










Total 


77,865 j 808,08 

1 




3.64 i fi.'>-42l.fi4 


63,847.37 


2.47 
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Average receipt per passenger. 



Classiflcation. 


1903. 

S9.03 
8.06 

4.87 
.42 


1902. 

98.97 
8.58 

3.96 
.42 


Increase. 

Per cent. 
0.60 


Decrease. 


First-class passengers: 

Through 


Per cent. 


Local 


18.97 


Second-class passengern: 

Throuflrh 


22.98 




Local 











The total passenger earning amounted to 165,421.64, an increase of 11,574.27, or 
2.47 per cent. First-class passengers increased 774, or 20.04 per cent, in number, and 
$2,482.26 in earnings, or 9.68 percent, while second-class passengers decreased 3,717, 
or 4.83 per cent, in number, and $907.99, or 2.38 per cent, in earnings. 



STEAMSHIP LINES. 

The total earnings of the Atlantic line from all sources amounted to $920,579.91, 
an increase of $22,263.78, or 2.48 per cent. Of this increase $21,473.15 was in freight 
traffic, the tonnage of which remained practically the same as last year. 

Of the total tonnage transported 41,260 tons were carried by the conapanv's 
steamers and 117,049 by chartered steamers. In 1902 the former carried 104,062 
tons and the latter 54,340 tons. 

The Pacific line accounts show a debit to freight earnings of $164.98 for overcharges 
settled during the year. 

JOINT RAILROAD AND STEAMSHIP RECEIPTS. 

The total receipts of all the accounts grouped together under this heading amounted 
to $476,065.45, an increase of $18,029.49, or 3.94 per cent, as compared with 1902. 
There is included in this total the sum realized in September last from the assign- 
ment of the credit allowed this company in December, 1891, by the comptroller of 
the State of New York, upon revision and readjustment by him of the taxes paid on 
the capital stock for the years 1881, 1882, 1883, and 1884. 

The following table will show the number of tons lightered in Panama Bay and 
handled on La Boca wharf during the year 1903, as compared with 1902: 



Merchandise 

Lumber 

Coal 

Total . . 



1903. 



Tons. 
202,439 
191 
8,556 



1902. 



Tons. 
209,086 
38 
•:0,980 



211,186 I 230,104 



Increase. 



Per cent. 
*462'63' 



Decrease. 



Per cent. 
3.18 

59.' 22 



8.22 



EXPENDITURES. 



The revenue expenditures of 1903 and 1902 compare as under: 



Railroad 

Steamship line: 

Atlantic service 

Pacific service 

Joint railroad and Hteam.ship expenses 

Appropriations for depreciation and special re- 
pairs of steamers and tugs 



Total. 



1903. 



$562,240.19 

865,603.78 

1,601.46 

317,342.56 

13,650.00 



1,760,337.99 



1902. 



Increase. 



$594,709.99 . 



789,984.97 I $75,518.81 

252,327.10 i 

319, 093. 71 



6,000.00 I 7,650.00 



1,962,115.77 



Decrease. 



$32,469.80 



250, 725. 64 
1,751.15 



201,777.78 



This table shows a decrease of $201,777.78 in total revenue expenditures, while there 
was a decrease of $98,764.34 in total earnings. 
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Railroad. 

CONDUCTING TRANSPORTATION. 

Tlie expenses of this department, compared with 1902, show a decrease of $4,017.52, 
or 1.17 per cent, while the total tonnage moved increased 2,849 tons, or 0.82 per 
cent. 

An important expense was incurred by the free transportation of marines and 
sailors of the United States engaged in maintaining the security of the transit upon 
the Isthmus. 

From January 1 to Deceralwr 31 , 1903, there were also transported, without charge, 
5,755 troops and 11,098 officials of the Republics of Colombia and of Panama. 

MAINTENANCE OF EQUIPMENT. 

The total charges or expenses under this heading amounted to $113,765.69, a 
decreaf«e of $4,314.56, or 3.65 per cent, as compared with last year. 

During the last year engines Nos. 2, 3, 10, 30, 34, 36, and 37 were thoroughly 
repaired, No. 10 having also received a new boiler. Twenty-thre^ others received 
ordinary running repairs. Many of these will need new boilers during this year and 
next. 

The passenger equipment is all in good condition, recjuiring only usual running 
repairs; 9 coaches and 4 baggage cars were completely overhauled during 1903. Gen- 
eral repairs, amounting to rebuilding, were given to 79 box cars, 16 coal, 26 flat, 9 
stock cars, and 1 caboone; also, there were rebuilt for the road department 1 tool 
car, 1 derrick car, and 4 camp cars. The entire freight equipment is therefore in 
good order. 

MAINTENANCE OF WAY AND STRUCTURES. 

The track, bridges, and station buildings have been maintained in good condition, 
at an expenditure of $68,814.16, a decrease of $22,655.77, or 24.77 ^r cent. 

A stone pier and steel trestle have been erected under the bridge over the Bio 
Grande upon the Culebra deviation and the floor system reinforced oy arrangement 
with the canal company, and trains are now operated over the bridge without slow- 
ing down. It was necessarv also to strengthen two other iron bridges, and because 
of severe floods to rebuild the ends of 22 stone culverts. 

STEAMSHIP LINES. 

The operating expenses of the Atlantic line (which include $6,896.99 for expenses 
of steamships Advance and Finance while out of commission and not undei^oing 
repairs) were $865,503.78, an increase of $75,518.81, or 9.56 per cent. 

The steamship Finance was laid off on January 27, 1903, and her place in the line 
supplied by the chartering of an American steamship, since whicn date only one 
vessel of the company's fleet, the steamship Allianca^ has been operated. 

To maintain a weekly service and provide suflicient tonnage three chartered pas- 
senger vessels have been employed during most of the year, the payments for hire 
of steamers exceeding those of last year by $113,533.98. 

The Pacific line accounts show a total charge to steamer expenses of $1,601.46, 
which is almost wholly for loss and damage freight claims settled during the year. 

JOINT RAILROAD AND STEAMSHIP EXPENSES. 

The combined expenditures under this head, which include general expenses, 
foreign agency expenses, lighterage, docks and wharves, real estate, etc., amounted 
to $317,342.56, a decrease of $1,751.15, or 0.55 per cent. 

The floating equipment in Panama Bay has been well maintained, except launches 
1, 2, 4, and 5, not worth extensive repairs; all launches have, however, been scrapped 
and painted; also the tug Ancon. The Bolivar has been in use during the entire 
year and is in thoroughly good condition. 
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GENERAL REMARKS. 

During the period from 1894 to 1903, inclusive, the percentage of total expenses to 
gross earnings was as follows: 

Per cent. 

1894 69.93 

1895 61.63 

1896 53.94 

1897 Hncluding taxes and appropriations for depreciation, etc. ) 61. 12 

1898 (including taxes and appropriations for depreciation, etc. ) 64. 91 

1899 (including taxes and appropriations for depreciation, etc. ) 64. 66 

1900 (including taxes and appropriations for depreciation, etc. ) 65. 25 

^QQ^r( including taxes and appropriations for depreciation, eta) 64. 72 

■ \ (or including Pacific line not operated in 19(X)) 76. 34 

,g^of (including taxes and appropriations for depreciation, etc. ) 65. 87 

\ (or including Pacific line operated for six months) 71. 02 

1903 (including appropriations for depreciation and special repairs) 66. 01 

Extensive repairs to the boilers, hull, and rigging of the steamship Advance, begun 
in November, 1902, were discontinued upon tne lx)ilers being condemned and the 
preliminary work on the hull showing up other defects, to correct which required 
the practical rebuilding of the ship, not contemplated then. In October, 1903, sev- 
eral shoe plates oi the steamship Allianca were renewed, bulkhead plating replaced 
where corroded, etc. Of the total outlays for these repairs, $23,007.71 was carried to 
the debit of *'Fund for replacement of boilers and special repairs to steamers and 
tugs," and $6,750 was appropriated out of net earnings and credited to said account 
as this year's proportion of such expenditures. 

On November 30 a contract was concluded with the firm of Wm. Cramp & Sons 
for the rebuilding of the Advance and Finance, both of these steamships being nbw 
in their shipyard at Philadelphia in process of reconstruction. 

The dred^mg of the basins and of the maritime channel at La Boca has been con- 
tinued steadily through the year with one powerful dredge ^ the necessary depths have 
been maintained. 

The electric transporters procured last year requir^ the erection of a consider- 
able addition to the electric plant and to the conducting wires, which have been 
installed, and the whole are m successful operation, with excellent results in the 
handling of cargoes. It was thought judicious, in making these additions, to provide 
for extending the use of electricity to other transporters. 

The wharves at Colon and Panama have received all necessary repairs, with the 
exception of the American wharf at Panama, which will require an expenditure of 
about $4,000. Thecreosoted piles and timbers required for this work are already on 
the Isthmus. The coal pier and the English wharf have been overhauled, rebraced, 
and put in sound condition. 

The company's buildings have received the usual expenditure necessary in the 
climate of the Isthmus. Much attention has also been given to the improvement of 
the drainage at Colon in the vicinity of the company's buildings, and to the pre- 
vention of the breeding of mosquitoes. 

Xhe land department has continued to increase its revenues, showing a larger gain 
over the previons year than in any other year — about $3,400. 

The electric light plant at Colon, operated in connection with the ice plant, con- 
tinues to show a small profit. 

The water supply for Panama was improved by the construction of a large well 
at La Boca Junction and an arrangement for piping, the water from cars into the 
storage tank at Panama. 

Daring the year 1903 there was comparative peace on the Isthmus, only disturbed 
by the revolution whi(;h resulted in the independence of the Department of Panama 
and the organization of the new Republic, happily without bloodshed or destruction 
of property. 

The thanks of the board are due to the employees of the company fbr Meritorious 
and faithful service. 
Respectfully, 

Cb ARLES FAiifE, Oeneral Manager. 
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Table A. — BcUance slieet^ December SI ^ 1901. 

RBSOUBCES. 

Cost of road, real estate, and equipment \ki2 015 2M 82 

New terminal at La Boca y ' ' 

Floating equipment: 

Steiuners AUianca, Finance, and Advance, reduced value December 81, 

1902 1267,419.27 

Tugs and lighters, reduced value December 81, 1902 $818, 187. 58 

Depreciation fund for tugs 2, 100. 00 

816,037.58 

688,466.80 

Total 12,628,716.12 

Bonds in treasury: 

158 6 per cent Panama Railroad Company sinking-fund subsidy bonds. 158, 000. 00 

985 4i per cent twenty-year gold siniing-fund bonds 986, 037. 50 

1,089,087.50 

On deposit with financial agents for redemption of bonds: 

6 per cent subHidy bonds 10,000.00 

Ad vance of subsidy to Republic of Colombia 887, 000. 00 

Improvement and construction accounts 55, 570. 50 

Fund for replacement of boilers and special repairs to steamers and tugs 34, 002. 59 

Cash in banks and with agents 469,994.66 

Coal and supplies on hana. 176, 412. 86 

Due from connecting companies 108, 060, 68 

Due flrom United States Government 24, 437. 16 

Due from Republic of Colombia 4,999.93 

Due from companies and individuals 48, 078. 50 

Accrued interest on deposits 13, 682. 96 

Accrued interest on securities owned 1, 777. 50 

Unad j usted accounts 12, 518. 33 

Prepaid insurance and charter of steamers 17,596. 98 

877, 563. 41 



15,681,879.12 



LIABILITIES. 



Capital Stock $7,000,000.00 

4i per cent twenty-year sinking-fund gold bonds (authorized issue, 
$4,000,000): 

Issued to date (4,000 bonds, less 701 bonds previously redeemed) $3, 299, 000. 00 

Drawn for redemption in 1903.^ 140,000.00 

^ 3,159,000.00 

Total capital stock and mortgage liabilities 10,159,000.00 

6 per cent gold fund subsidy bondsa 887,000.00 

Bonds drawn for redemption not presented for payment: 

6 per cent subsidy bonds 10,000.00 

Accrued interest on bonds: 

4i per cent twenty-year gold bonds (2,246 bonds) 25,267.50 

6 per cent subsidy bonds 8, 870. 00 

34,137.50 

Funds for redemption of bonds: 

4i per cent twenty-year gold bonds 62, 946. 78 

per cent subsidy bonds 76, 006. 00 

138,951.78 

Due Republic of Panama 21,875.00 

Allowance to cover excess interest over contract rate on 4i per cent bonds 
sold to prepay indebtedness due contractors new terminal at La Boca 

on October 16, 1905 26,061.95 

Current liabilities: 

Isthmus drafts not presented 11 , 100. 96 

Coupons not presented 1, 562. 50 

Audited vouchers 97, 941 . 51 

Unclaimed dividends 119.00 

Due deceased or missing employees. 2,199.02 

I 112 922.98 

Balance to credit of profltand loss.-. 4,19l',929.91 

15,581,879.12 

a 887 6 per cent gold sinking-fund subsidy bonds of $1,000 each, amounting to $887,000, issued Novem- 
ber 1, 1880, fall due November 1, 1910. 

To meet this bonded indebtedness, $225,000 annually of the Colombian Government subsidy was 
pledged till March 27, 1908, the same to be applied by the company, first, to the payment of the 
interest, and, second, as a cumulative sinking fund for the redemption of the principal: the bonds io 
be drawn yearly in September to an amount equal to the then surplus of the suDsidy sihking fund, the 
drawn bonds to be paid on November 1, after each drawing, ana thereby redeeming the whole issue 
in 1908. 

S. Deming, Treasurer. 
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Table B. — Profit arid loss accountj December 31 j 1903, 

Debit. 

To one hundred and sixteenth dividend 1140,000. 00 

one hundred and seventeenth dividend 140, 000. 00 

one hundred and eighteenth dividend 280, 000. 00 

Operating expenses 1,746,862.97 

Appropriations for depreciation of tugs and special repairs of steamers and tugs 13, 660. 00 

Fixed charges 602, 645. 00 

Uncollectible accounts, etc., written oflf 29. 86 

Balance, assets over liabilities, December 31, 1903 4, 191, 929. 91 

7,016,107.78 

Credit. 

By balance, December 81, 1902 $4,201,687.09 

Gross earnings 2,664,216.27 

4i per cent twenty-year sinking-fund gold bonds redeemed 140, 000. 00 

Amustment of accounts of previous vears 8, 764. 87 

Value of ilttings taken from dismantled lighters, etc 640. 00 

7,016 107.78 



APPENDIX. 



Board of diredorSy Panama Railroad Oompany. 



[Elected April 4, 1904.] 



Name. 



J. Edward Simmons. 
Geo. Whaley 

E. A. Drake 

8. M. Felton 

J. H. Parker 

Wm. N. Cromwell. . . 
Vernon H. Brown... 

Chas. EinHledler 

K. M. Gallaway 

A. L. Hopkins 

C. B. Comstock 

J. G. Buchanan 

C. Paine 

F. G. Hecker 



Re- 
signed. 

1904. 



Sept. 16 



Replaced by — 



W. B. Parsons 



July 14 
Oct. 27 

do... 

do ... 

July 14 

GO... 

Nov. 23 



J.G.Walker.. 
G. W. Davis . . 

B. M. Harrod. 
F. G. Hecker . 
W. H. Burr... 

C. E. Qrunsky 
Vacancy 



Date. 



1904. 
Sept. 15. 



July 14. 
Oct. 27. 

Do. 

Do. 
July 14. 

Do. 



At present^- 

12 directors acting. 
1 vacancy. 

13 



There has been one dividend declared by the board of directors of the Panama 
Railroad Company since the election to the board of the members of the Isthmian 
Canal Commission, and that was of 5 per cent, payable February 1, 1905. 

On that day checks were mailed to the members of the Isthmian Canal Commiseioii 
as follows: 

To Admiral J. G. Walker for $5, same being 5 per cent on 1 share standing in his 
name. 

To Admiral J. G. Walker, chairman Isthmian Canal Commission, for $470, same 
being 5 per cent on 94 shares standing in his name as chairman of the Isthmian Canal 
Commission. 

To Wm. H. Burr for $6, same being 5 per cent on 1 share standing in his name. 

To C. E. Grunsky for |5, same bein^ 5 per cent on 1 share standing in his name. 

To Wm. B. Parsons for $5, same being 5 per cent on 1 share standing in his name. 

To G. W. Davis for $5, same being 5 per cent on 1 share standing in his name. 

To F. G. Hecker for $5, same being 5 per cent on 1 share standing in his name. 

To B. M. Harrod for $5, same being 5 per cent on 1 share standing in his name. 

Total payment, $505 on 101 shares. 
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Statement of fees paid to directors of the Panama Railroad Company who are members of 

the Isthmian Canal Commission. 



Date. 

1904. 
Inly 14 

July 26 
Sept. 15 
Sept. 22 

Oct. 13 

Oct. 14 

Oct. 18 

Oct. 21 

Oct. 26 

Oct. 27 

Oct. 28 
Nov. 1 
Nov. 9 

Nov. 10 



Nov. 18 
Nov. 22 

Nov. 23 

Nov. 25 
Nov. 29 
Dec. 2 
Dec. 6 




Directors present. 



Jan. 12 



Jan. 13 
Jan. 30 

Feb. 8 



.do 



.do 



Committee 

do 

do 

do 



Board 



Committee 

do 

do 



fJ. G. ) 
m. H. 
Ic. E. C 



Board 



Dec. 8 Board 



Dec. 9 

Dec. 16 

Dec. 20 

Dec. 22 

Dec. 23 

Dec. 27 

1905. 

Jan. 3 

Jan. 6 

Jan. 10 



J. G. Walker.. 

W. H. Burr ... 

J.G.Walker... 

W. H. Burr... 

C. E. Grunsky 

W. H. Burr 

J. G. Walker. 

C. E. Grunsky 

Wm. B. Parsons 

J. G. Walker. 

W. H. Burr 

C. E. Grunsky... 

Wm. B. Parsons . 

....do 

....do 

....do 

....do 

Walker.... 

Burr 

Grunsky... 

Wm. B. Parsons 

....do 

....do 

fJ. G.Walker 

W.H.Burr 

C.E. Grunsky 

Wm.B. Parsons.. 

B.M.Harrod 

Wm. B. Parsons . . 

....do 

rW.H.Burr 

C. E. Grunsky 

Wm.B. Parsons.. 

B.M.Harrod 

Wm. B. Parsons . . 

....do 

....do 

....do 

W.H.Burr 

C.E. Grunsky.... 

Wm. B. Parsons . . 

B.M.Harrod 

Committee i Wm. B. Parsons. . 

do I do 

do I do 

fJ. G.Walker 



Board 



Committee 
do 



Board 



Committee 

do 

do 

do 



Committee 
do 



.do 
.do 
.do 



Board 



W.H.Burr 

C. E.Gninsky... 
Wm.B. Parsons. 

....do 

....do 



do 

do 

do 

fJ. G.Walker .... 

W.H.Burr 

• C.E. Grunsky... 

Wm.B. Parsons. 

iB.M.Harrod ... 

Committtee I Wm, B. Parsons . 

Board ' J.G.Walker 

If do 

.do <C. E. Grunsky. . . 

B.M.Harrod ... 



Amount 
paid 
each. 



S25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
10 
10 
10 
10 
25 
25 
25 
10 
10 
10 
25 
25 
25 
25 
25 
10 
10 
25 
25 
25 
25 
10 
10 
10 
10 
25 
25 
25 
26 
10 
10 
10 
25 
25 
25 
25 
10 
10 



10 
10 
10 
25 
25 
25 
25 
25 
10 
25 
25 
25 
25 
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Statement of fees paid to directors of the Pantwia Railroad Company who are members of 

the lathmian Canal Commiuion — Continue<l. 



SUMMARY. 



Meetings attended. 



Name of director. 



n^mntu Board of 
^iee,aiwu.| ^^^^^ 



J. G. Walker 




10 


W. H. Burr 


10 


C. E. Qrunaky - i 


10 


Wm. B. ParsonH 


22 


7 


B. M. Harrod 


• •••••••••••••••■•••••■■•'••■•■•••a* 


5 




1 





Total of 
fees re- 
ceived. 



9250 

m 

m 

386 

125 



Total of fees received by directors of Panama Railroad Ck>mi>any who are members of the Isthmian 
Canal Commission, for attendance at meetingH of the board of directors and executive and finance • 
committee, Sl,270. 

Attendance fees paid by Panama Railroad Company to Director J. G, Walker . 



Date of election 




Meetings attended. 




Fees 


as director. 


Board. 


Committee. 


received. 


1904. 
July 14 


1904. 
July 14 -- 




t25 




July26 






25 




September QSL 






25 




October 18 






25 




October 27 






25 




November 10 






25 




December 22 




25 




1905. 
January 12 




25 




January 80 






25 




February 8 






25 












Total 


250 


i 







Attendance fees paid by Panama Railroad Company to Director W, H. Burr. 



Date of election 


Meetings attended. 


Fees 


as director. 


Board. 


Committee. 


received. 


1904. 
July 14 


1904. 
July 14 




125 




July 26 




25 




September 15 , 




26 




October 18 


• *************** • * ••• • 


25 




October 27 




25 




November 10 




25 




November 23 




2ii 




December 8 




25 




December 22 




25 




1905. 
January 12 


•■••••■••••••••••■•••••••••••••••■•••• 


25 











Total 


250 


1 
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Uendance fees paid by Panama Railroad Company to Director C. E, Grunsky. 



of election 
iirector. 


Board. 


Meeting! attended. 


Committee. 


Feef 
received. 


1904. 


1904. 
Julv26 


1 




$2b 




SeDtember 22 






25 




October 18 




25 




October 27 




25 




November 10 




25 




November 23 




25 




December 8 






25 




December 22 




25 




1905. 
January 12 




25 




February 8 


1 




25 




1 




al 


250 









endance fees paid by Panama Railroad Company to Director Wm, B, Parsons. 



election as 


Meetings attended. 


Feei 


rector. 


Board. 


€k)mmlttee. 


received. 


1904. 

s 


1904. 
September 22 


1904. 


126 




October 18 




25 






October 14 


10 






October 18 


10 






October 21 


iS 






October 25 






October 28 


10 






November 1 


10 






November 9 


10 




November 10 




25 






November 18 


10 






November 22 


10 




November 28 




26 






November 25 


10 






November 29 


10 






December 2 


10 






December 6 


10 




December 8 




25 






December 9 


10 






December 16 : 


10 






December 20 


10 




December 22 




25 






December 28 


10 






December 27 


10 






1905. 
January 8 


10 






Januftry 6 


10 






January 10 


10 




1905. 
January 12 




26 






January 18 


10 










otal 


895 











lirectors' meeting $175 

ommittee meetings 220 
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Altendanee fee» paid 6j/ Pojiitma RaUroad Company to Diretior B. M. Hamd. 



19M. 
October 27 Novtmbcr 10 

DpcembarB . 

January 12 . 
Fehniiirj-8.. 



Isthmian Canal Comiiisbion, 
Washingtfm, I). C, Febnian IS, 1906. 
Hon. W. P. HttPHLTBN, 

Chairman Committee on tnterstale and FOret^ Commerce. 
Sib: Referring to the testimony before your committee yesterday, concembg the 
acceptance bv niembere of the Isthmian Canal Commission of fees for attendance at 
nieetiiiira of tiie board of directors of the Panama Railroad Company, I beg that yon 
will submit to vour coiiunittce the following extract from the tniniiteB of the Coin- 
mit^sion of Ocloher 11; 

"TheCu]iiniit;siii[Li r- «, iv..1-ii]ir. nind by the chairman that at a receot conference 
with the Prwidi'iii 'i ■ ■ > '1 .itU'iiiiiince fee paid to the directors atlending 






,■ Pai 



of aiieh fee." 

My connection with the board a 
the fjuestion as alxive cited. 
Kcepectfully, 



a Railroad Company nas referred to, 
to be informed that his order filing 
it intended to prevent the acceptanis 



Dear Sir: Bearing upon the matter i . 
Panama Railroad Company, I inclose ii 
may desire to make thereof a carbon cl . _ 
of Itie boar I fir tors in referen e to this matter. 



lid to the directors of the 
. and for such useaa Jo" 
:ii by me to the Becrettry 



ir attent on also to the following extract from the minutes of tiK 
oceedinRH on O tober 11, 1W4: 

er re als mfonned by the chairman that at a recent confe^ 

1 1 matter of the attendance fee, paid to the diredoH 

M il e by-laws of tlie Panama Railroad Companj' w» 

lent desireil the Commission to be informed that hi< 

! not intended to prevent tbe 



ull 



C. K. Gai-SBKT, 



;r^ P„„ 



Stbamskip Fisasce, September IS, ISOi- 
II Railfoad Compr, 



•mpnny, 
,■ .Wrfrt, Xfir York City, .V. 1". 
Drak Sir: Inclosed I hand von, unopened, an eiivelojw that was banded to raeij' 
the close of the first and only directore' meeting. July 26. which I have attendw. 
It contains I supjwse the attendance fev to which the directors are entitled under tb* 
conjuany's by-laws, I did not insist upon declining this fee at the time it ■•• 
handed nie in onier to avoid possible cmburrassnien! of my associates, and beowj 
I desireii to read again tlie Pteaident's letter which makes our services on the boiri 
o/ ilirvftoni a pan of our official duties for which we are otherwise compensated- ' 
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can not construe the attendance fee other than compensation, and therefore must 
decline to accept any such fee for attendance at meetings. 

As our boara of directors must be considered to be acting for and in the interest of 
the owners of the Panama Railroad, and in this case there is practically sole owner- 
ship by the United States, no action should be taken which is not in accord with the 
views of the proper United States authorities. It has not been possible for me to 
ascertain as yet what the wishes of these authorities are in the matter of building 
new ships and increasing indebtedness. For this reason I must ask you to convey 
to the executive committee a suggestion from me that no steps be taken in this mat- 
ter beyond planning the ships, until there is no further question as to the wish of the 
majority stockholder in this matter. I speak of course for myself only, and this 
letter will indicate to you that one director at least has not yet been able to learn^ 
either through the Commission or otherwise, what the United States wants done. 
Yours, very respectfully, 

C. E. Grunsky. 



A. N.'39, 500. Dec. '03. Tariff No. 2— C. T. (Supersedes conflicthig rates of 
earlier date.) ** Panama route." Panama R. R. Steamship Line, Panama Railroad, 
and connectmg steamer lines. Tariff of freight rates from New York and common 
points to California terminals, viz, Sacramento and Stockton. Taking effect January 
18, 1904. (Subject to change without notice.) Mark and consign all shipments to 
the care of Panama R. R. Steamship Line, 24 State St., New York. R. L. Walker, 
traffic manager; A. E. Paterson, contracting a^ent; 24 State street, New York. B. H. 
LMiRlGy, agent, 421 Market street, San Francisco. 

From New York and common points « to Sacramento and Stockton, Cal. 

Class rateSf subject to the western classification, 
[In cents per 100 pounds.] 



1. 


2. 


3. 


4. 


6. 


A. 


B. 


C. 


D. 


E. 


180 


150 


130 


116 


105 


105 


86 


80 


80 


70 



Subject to change without notice. Commodity rates from New York will be those 
of " Sunset" TariB, No. C 22. Effective January 18, 1904, and supplements thereto, 
less the following discounts: Carloads, 20 per cent; less carloads, 30 per cent, observ- 
ing minimum of 50 cents per 100 pounds. Minimum charge for any single shipment 
will be $3.50. 

In addition to the regular transportation charges provided above, shipments are 
subject to toll levied in San Francisco by the State of California. Freight received 
at Pier 67, North River, New York City. Shipments from Philadelphia should be 
forwarded by the ** Clyde Line." Shipments from Baltimore shoula be forwarded 
by the **New York and Baltimore Transportation Line." Shipments from Boston 
should be forwarded by either **Fall River Line," ** Metropolitan S. S. Co.," **New 
England Railroad, " ' * Norwich Line "or ' * Providence Line. ' ' New York, December 
22, 1903. 



A. N. 39, 1000, July, '04. Tariff No. 4.— S. C. (Supersedes conflicting rates of 
earlier date.) ** Panama route." Panama R. R. Steamship Line, Panama Rail- 
road, and connecting steamer lines. Tariff of freight rates from New York and com- 
mon points to Southern California points, viz, Ix)S Angeles, San Diego, and Santa 
Barbara. Taking effect July 1, 1904 (subject to change without notice). Mark and 
consign all shipments to the care of Panama R. R. Steamship Line, 24 State street, 
New York. K. L. Walker, traffic manager; A. E. Paterson, contracting agent; 
24 State street. New York. B. H. Langley, agent, 421 Market street, San Francisco. 

From New York and common points to Los Angeles, San Diego, and Santa Bar- 
bara, California. 

a When through rates are 70 cents per 100 pounds or over, via the Panama route, 
they will apply from Boston, Philadelphia, Baltimore and common points, provided 
the local freight charges to New York plus transfer do not exceed 20 cents per 100 
pounds, and provided further, that all shipments from points outside of New York 
city are consigned to the care of Panama Railroad Steamship Line, 24 State St., 
New York. 
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Class ToUs, subject to the western dassiflccUion, 
[In cento per 100 pounds.] 



180 



160 



8 


4 


5 


A 


B 


C 


D 


£ 


180 


115 


105 


105 


85 


80 


80 


70 



Subject to chanse without notice. Commodity rates from New York will be thoee 
of transcontinental west-bound tariffs in effect at time of shipment less the following 
discounts: Carloads, 20 per cent; less carloads, 30 per cent; observing minimum of 
60 cents per 100 pounds. Minimum chai^ for any single shipment will be $3.50. 
Charges from interior points plus transfer in New York wall be absorbed out of the 
llirough rates when not in excess of 20 cents per 100 pounds, but in no case can 
maximum absorption leave less than 60 cents per 100 pounds, from New York to 
Pacific Coast terminals mentioned. All shipments from points outside of New York 
City must be consigned to the care of Panama Kailroaa Steamship Line, 24 State 
St., New York. In addition to the regular transportation charges provided 
above, shipments are subject to toll levied in San Francisco by the State of Cali- 
fornia. Freight received at pier, foot West 27th St., New York City. Ship- 
ments from Philadelphia should be forwarded by the '* Clvde Line." Shipments 
from Baltimore should be for^v^arded by the **New York anci Baltimore Transporta- 
tion Line." Shipments from Boston should be forwarded by either **Fall Kiver 
Line," ** Metropolitan S. S. Co.," "New England Railroad," ** Norwich Line," or 
'* Providence Line." New York, July 1, 1904. 



Tariff No. 6 — N. P. C. (Supersedes conflicting rates of earlier date.) *' Panama 
Route." Panama R. R. Steamship Line, Panama Railroad, Pacific Mail Steamship 
Co., connecting in San Francisco with the Oregon Railroad and Navigation Co. 
and Pacific Coast S. S. Co. Tariff of freight rates from New York to North Pacific 
coast points, viz: Portland, Astoria, Seattle, Tacoma, Port Townsend, Everett, 
Anacortes, New Whatcom (Bellingham Bay), Vancouver and Victoria, taking effect 
July 1, 1904 (subject to change without notice). Mark and consign all shipments 
to the care of Panama Railroad Steamship Line, 24 State street, New York. R. L 
Walker, Traffic Manager; A. E. Paterson, Contracting Agent, 24 State street, New 
York. B. H. Langley, Agent, 421 Market street, San Francisco. 

A N 31. -Revised. [1000 July '04] From New York to North Pacific coast points, 
viz; Portland, Astoria, Seattle, Tacoma, Port Townsend, Everett, Anacortes, New 
Whatcom (Bellingham Bay), Vancouver and Victoria. 



(.^lass rates^y subject to the western classification. 
[In cents per 100 pounds.] 



1 

180 


2 


3 


150 


130 



115 ! 105 , 105 

! I 



B 



a5 



80 



80 




Subject to change without notice. Commodity rates from New York will be those 
of transcontinental west-bound tariffs in effect at time of shipment less the follow- 
ing discounts: Carloads, 20 per cent; less carloads, 30 per cent; observing mini- 
mum of 60 cents per 1(X) pounds. Minimum charge for any single shipment will be 
$4. Charges from interior points plus transfer in New York will be absorbed out of 
the through rates when not in excess of 20 cents per 1(X) pounds, but in no case can 
maximum absorption leave less than 60 cents per 100 pounds from New York to 
Pacific coast terminals mentioned. All shipments from points outside of New YoA 
City must be consigned to the care of Panama Railroad Steamship Line, 24 State 
street, New York. In addition to the regular transi)ortation charges provided above, 
shipments are subject to toll levied in San Francisco by the State of California. 
Freight received at pier, foot West 27th street, New York City. Shipments from 
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Philadelphia should be forwarded by the **Clyde Line." Shipments from Balti- 
more should be forwarded by the "New York and Baltimore Transportation Line." 
Shipments from Boston should be forwarded by either "Fall River Line," "Metro- 
politan S. S. Co.," "New England Railroad, '^^ "Norwich Line," or "Providence 
Line." New York, July 1, 1904. 



PANAMA RAILROAD COMPANY, PANAMA RAILROAD STEAMSHIP LINE. 

Supplement No. 1 to S. F. Rate Circular Xo. 7, effective January iS6, 1904* — Special rates 
of freight New York to San Francisco. — For use of agents only. 

[Rates are shown in cents per 100 pounds.] 



No. 



1 
2 
3 
4 

5 

6 

7 

8 

9 

10 

11 

12 

13 



Articles. 



From— 



Bolts, iron carload. . 

Graphaphones and discs 

Horseshoes carload do 

Iron: Bar, band, hoop and plate, pipe, bolts, nuts, rivets, nails; and I 

horseshoes, in straight or mixed carloads do 

Lard and lard compounds I do 

Nuts, iron carload. . I do 

Nails ' do 

Phonographs and materials ! do 

Rivets, iron carload . . ' do 

Reginas and stands j do 

Slot machines, boxed i do 

Talking machines and supplies « ! do 

Typewriting machines i do 



New York 

....do 



Rate. 



4o 

180 

45 

45 

50 

45 

45 

180 

45 

180 

180 

180 

180 



This supplement cancels Supplement No. 1, to S. F. Rate Circular No. 6 effective 
February 5, 1901. 
Effective March 2, 1904. 

R. L. Walker, 
Traffic Manager^ 24 State Street^ New York, 



A N 16, 2000 Feb. '04. S. F. Rate Circular No. 7. (Supersedes conflicting rates of 
earlier date.) ''Panama route." Panama R. R. Steamship Line. Panama Rail- 
road. Tariff of freight rates from New York and common points to San Francisco. 
Taking effect January 26, 1904. (Subject to change without notice.) Mark and 
consign all shipments to the care of Panama R. R. Steamship Line, 24 State street. 
New York. R. L. Walker, Traffic Manager, A. E. Paterson, Contracting Agent, 24 
State street, New York. B. H. Langley, Agent, 421 Market street, San Francisco. 

From New York and common points « to San Francisco. 

Class rates, subject to the western classification. 
[In cents per 100 pounds.] 



: 1. 

r 


2. 1 3. 

1 
1 


4, 


5. 
105 


A. 


B. 

85 


C. 


D. 


E. 


1 

180 


1 
150 1 130 


115 


105 


80 


80 


70 



Subject to change without notice. Commodity rates from New York will be those 
of transcontinental west-bound tariffs in effect at time of shipment less the following 
discounts: Carloads, 20 per cent; less carloads, 30 per cent; observing minimum of 40 

a When through rates are 60 cents per 100 pounds or over via the Panama route, 
they will apply &om interior points provided the local freight charges to New York 
plus transfer do not exceed 20 cents per 100 pounds, and provided further, that all 
shipments from points outside of New York City are consigned to the care of Panama 
Kauroad Steamship Line, 24 Slate street. New York. 



820 

cente per 100 pouailu. 
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^_. ^ Miaimum charee for any ainple Hhipm 

o the following esceptions trom New York: Oil (nr" -- -^- - 



ivill be 13 aubject 

__ p > , it petroleum) in barrelaorcasee 

in carloadti, minimum weight 24,000 pounds (csleiilated on iictua! grosa weight) 50 
centa per 100 pounds. In addition to the regular transportation charges provided 
above, shipnieiits are Euliject to toll levied in ^n Francisco bj'theStateof Califumia, 
Freight received at Pier 67, North River, foot West 27th st.. New York Citv. .Ship- 
ments from Philadelphia shonld be forwarded by the "Clyde Line." Shipraeotp 
from Baltimore ahonld be forwanled by the " New York ana Baltimore Transporta- 
tion Line." Shipments from Boston should be forwarded by either "Fall River 
line," "Metropolitan S. 8. Co.," "NewEuglRnil Railroad," "Norwich Line," ot 



Siiji Franri'co Od from pointu lu indicated Mow — 



[EHuutlvt AuKUB wa t iLGu Hfenson a p medei hu ge In latu EilipsNos. S 120. 14S, S5S, 
3M, 4JS, 48S 486 MO 522 U3 "Ul 6^ ess HO 543 54 SS 580 &M fiS5,«3tl.H(l,d42,643,6S2,«53.«I^I 



AmtricflJi \ 



Benjamin, Geo V 

Blake MoBl £. , 

T.iwne. 
BonEstell R ha il I 

Bon 4 Co. , 

auell, PBBlXKi &. 

Co, ' 

Dinkelflpeil, L 6. 

Boas. , 

Uolllver A B o 

Dunliam Carrignn I 

P, H. & S.'cu I 

EsalmftD Hodnk j> 

Elkus-Brenne Co 



Lowenbeil; & Co.. 
MevBretein Co., Thi . 
RMbllURB, J. A., Wire. 



Stamped war 
Callere, puffs, 
Dry goods.... 



. I30e. pr. 
' Ibe. 
., Khoffrai 
. tOfotl ral 



sia 



isl's 



Kffeclive Aiit;iisT2litli, 190^. R. L. Walker, iiaHii;iuaniiger,24SlateSt.,Ne«YoA. 
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rTBAGT BETWEEN THE REPUBLIC OF NEW OBANADA AND 
THE PANAMA BAILBOAD COMPANY, MADE IN 1860. 

rod in respect to the priiilege of constructing a railroad from one ocean to the other 

by Vie Mhmus of Panama. 

le executive power, being authorized by the legislative decree of 12th June, 
, to amplify and amend the contract entered into in Washington on the 28th of 
jmber, 1848, for the construction of a railroad on the Isthmus of Panama, and it 
g advisable for this purpose to conclude and execute a new contract, in which 
rights acquired and tne obligations incurred by the Government of New Granada 

the Panama Railroad Company may be clearly established, without need of 
*ence to the contracts previously entered into on the subject, the citizen Presi- 
. of the Republic of New Granada has thought proper to empower for this pur- 

Victoriano de Diego Paredes, secretary of state for foreign affairs of the said 
ublic!, and the Panama Railroad Company, John Lloyd Stephens, vice-president 
lid company and its commissioner in New (iranada, who, after mature confer- 
, have agreed upon the following contract: 

CHAPTER FIRST. 

THE Rights, Privileges, Gifts, Franchises, and Exemptions Granted to the 

Company. 

Title first. — Grant of privileges. 

Article I. 

he Government of New Granada grants to the company styled the Panama Rail- 
I Company, its representatives or assigns, the exclusive right of building a rail- 

I between the two oceans across the Isthmus of Panama. 

Article II. 

he privilege of building a railroad granted to the company by the preceding 
cle shall continue in force forty-nine years, to be computed froni the day of the 
ipletion of the road and its bemg opened to public use. Nevertheless, said privi- 
! shall terminate before the expiration of the said forty-nine years if before their 
iration the Government shall nave resumed the privilege by virtue of the right 
power reserved by the following conditions: 
t the expiration of twenty years, counting from the day on which the railroad 

II have been completed and* opened to public use, the Government may resume 
privilege for the benefit of New Granada, on paying the sum of five millions of 
ars as the whole amount of indemnification. If the privilege be not resumed at 
t date, it shall continue in force ten years longer for the benefit of the company, 
he end of which the Government may resume it on paying four millions of 
ars. If the privilege be not resumed even-at the expiration of the last-mentioned 
iod, then it shall continue in force for ten years longer, at the expiration whereof 
Government may resume the same on the payment of two millions of dollars. 
Bntitle the Government to avail itself of the rights thus reserved to it of resuming 
privilege granted, it must notify the company of its intention so to do at least 
year before the day of the completion of either of the three periods above 

itioned. 

Article III. 

he sum to be paid to the company on the resumption of the privileges in either 
he three cases mentioned in the preceding article, shall be in specie, in American 
ars, without deduction; it being well understood that in all other cases in which 
ition is made of dollars in this contract it is of American dollars, without deduc- 

PAN RY— 05 21 
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Article IV. 

The company shall, after the remimi>tion of the privilege, remain in poflflewion of 
the lands grantc<l to it gratuitously and perpetually by the eighteenth article of this 
contract. 

Article V. 

The railroad from ocean to ocean shall be completed within six years^ to commence 
from the expiration of four months after the present act of concession shall have 
been approved by the Congress of the Republic, and the fact of its completion shall 
be proved l)efore the governor of Panama at the reijuest of the company, by a 
statement drawn up on e^(!h side, after diwruHsion l^etween it and the agent or agents 
of the executive power (!i)mniissioned for that purpose. 

Article VI. 

While the exclunive privilege grante<l to the company, or persons engaged in the 
enterprise of building the railroad from one ocean to the otner, continues in force, 
the (Jovemment of the Republic agrees, neither itself to build, nor grant to any 
other (!oinpany whatever, under any title whatever, the ri^ht of building any other 
railroad on the Isthmus of Panama; and it is likewise stipulated that, while the said 
privih^ge continues in force the New Oranadian (Yovemment shall have no power to 
undertake, nor to i>eniiit any other [)erson to undertake, without the concurrence 
and coiiHent of said (tomnany, the o[>ening of any maritime canal to unite the two 
oceans acrcjss the said Istlimus of Panama. 

Article VII. 

During the whole term specified in the preceding article, and without interiering 
with the completion in due season of the railroad, the company shall have also the 
exclusive right of making across the Isthmus of Panama any sort of road for wheel 
carriages, either from ocean to ocean, or tf> any point on the river Chagres. Conse- 
quentlv, the New Granadian Govenimeiit binds itself not to undertake, nor to permit 
any other company or individual to undertake, during the term spiecified m thifl 
article, the building of anv other maca^lamized carriage road, plank road, or road of 
any other kind suitable for the use of wheel carriages, between the two oceans, 
across the Isthmus of Panama; it being, nevertheless, well understood that the privi- 
lege of which this article treats, can not and must not in anv manner prevent the 
completion, preservation, and improvement of roads which already exist, or which 
are actually oeing constructed on the said Isthmus. 

Article VIII. 

The company shall have, moreover, the exclusive privilege of navigating the 
Chagres River by steam power, until the railroad is completed from one ocean to the 
other, on the terms specified in this contract, and in accordance with its provisions, 
the companv in the meantime being bound to keep constantly on said nver one or 
mote steamboats employed in transportation; but the provision in this clause shall 
not prevent steamboats which may now be in said river from continuing to navigate 
the same. 

Article IX. 

Exclusive privilege is also granted to the company for forty-nine years: 
First. To use the ports situated at the two termini of the railroad, required for the 
anchorage of vessels, and for the loading and unloading of goods which are to petf 
over the said road. 

Second. To use the landings necessary, and (^pt^cially those designed for the 
storage and free deposit of all goods and merchandise admitted for transit across the 
Isthmus on the railroad built by the company. By virtue of said privilege the com- 
pany may collect as a compensation for the use of the line of communication, means 
of transportation, ports, landings, warehouses, and establishments of all kinds 
belon^ng to it, sucn tolls, storage, and carriage as the company may think proper to 
establish. 

Article X. 

The executive power shall determine the forms to be observed in the landing of 
goods on either ocean; and the intervention therein of the officers of the Republic to 
prevent the effects destined for transit from one ocean to the other from being left 



Iir^ESTIGATION OP PANAMA RAILWAY COMPANY. 323 

on the way or fraudulently introduced for internal consumption. Said precautions 
ehall be such as may tend to prevent all fraudH to the injury of the public revenue 
without delaying or embarrassing the rapid dispatch and transit of passengers and 

{)ackages of merchandise, higgftg6> ^uid goods oi all kinds which may be subjects of 
awful commerce. 

Article XI. 

During the progress of the railroad towards completion the company may open to 
public use such portion thereof as may be passable, and as may be juaged proper to 
be put in use, as its partial completion progresses. The company may also then enter 
proportionally into the enjoyment of^ the grants, privileges, and aa vantages which 
form the subject of the present grant, in conformity with tne provisions of tne second 
chapter of this contract. 

Article XII. 

The completion of one-half of the railroad shall secure to the company the absolute 
possession of the entire privilege hereby granted and of all the rights appertaining to 
it, the company, however, remaining always bound to complete the road within six 
years, in pursuance of article fifth, or in eight years, in case the period of such rx)m- 
pletion 01 the said road should be thus far extended, in default of which it shall 
incur the fines and penalties provided for in the aforementioned second chapter of 
this contract. 

Article XIII. 

The companv may give to the railroad between the two oceans across the Isthmus 
of Panama such direction as it may judge most favorable for the enterprise, the points 
of departure and arrival which it may consider most advantageous and convenient 
for the entrance and anchorage of vessels, or for ports properly so called, and for 
wharves, dry docks, places for lighterage, landings, warehouses, stations, hotels, and 
establishments of all kinds being at its free option, it being, nevertheless, stipulated 
that the provisions of this article shall be understood without prejudice to what is 
hereinafter provided in article fifty-second of this contract. 

Article XIV. 

The company is also at liberty to select the mode which it may consider most 
favorable for the construction and working of the railroad, provided it be completed 
in such a manner that travelers and goods passing over it may be transported in 
twelve hours at the farthest from one ocean to the other, and vice versa. 

Title II. — Grants of lands. 
Article XV. 

In consideration of the difficulties of the enterprise, and of the direct and indirect 
advantages which the Republic must derive from it, various grants of lands are made 
to the company, on the continental part of the Isthmus, comprised within the limits 
which bounded the provinces of Panama and Veraguas, on the first day of January, 
one thousand eight hundred and forty-nine. The Government of the Republic grante, 
therefore, gratmtouslv to the company, on the terms mentioned in this article: 

First. The lands w hich may be necessary for the building of the line of the rail- 
road through its whole extent. 

Second. All the lands which it may require for the establishment of seaports, dry 
docks, river ports, landings, wharves, places for lighterage, warehouses, stations, 
hotels, and in general for all purposes necessary in tne construction and working of 
the railroad. 

Article XVI. 

Although, according to what is expressed in the preceding article, the company 
has no right to vacant lands on the islands adjacent to the Isthmus of Panama, the 
Government of the Republic, nevertheless, binds itself to grant to the company all 
the vacant lands on the island of Manzanillo, in the Bay of Limon, whenever the 
company considers it proper to extend the work of the railroad to said island, so 
that one of its extremities terminates thereon. 
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Article XVII. 

The Krant of vacant lanflH, mentioned in the two preceding article's, iH to be under- 
stood a» referring Ut landn belonging to the Republic. With regard to those which 
an» the projHjrty of indivichials, the company must r)btain them from their owners, 
after valuation and proi)er indemnificiition, in the manner specified in article twenty- 
first. 

The landn grant^tl by the Government of the Reprblic, as specified in the two pre- 
ceding articles, shall revert to its possession and jurisdiction immediately on the * 
expiration of this privilege; and shall l>e restonnl to it by the company on the dates 
fixed for that purpoK% in the prescril)e<i form and agreeably to the (conditions speci- 
fied in the second chapter of this contract, wherein the duties and obligations assumed 
by the company are set forth. 

Article XVIII. 

A grant is, moreover, made to the company, gratuitously and in perpetuity, of one 
hundred thousand fHnega<las of vacant land, in tiie provinces of Panama and Vera- 
guas, within the limits set forth in the first part of the fifteenth article, which may 
be increasefl to one hundred and fifty thousand, if such extent be found at the dis- 
posal of the (iovemment in the two provinces above mentionerl, so that the Govern- 
ment can pronounce them vacant; and th(^ company shall have liberty to select them, 
in the continental portion of said provinces, where it may judge most projier. It being 
stipulated, that in those whicrh may \h' nelcctcd on the line of the road or in its 
vicinity, intervals shall be positively left, of equal extent to those which the<;ompany 
reserves to itself, so that the Government of the Republic may make grants or sales 
of land for other establishments, whi<'h may be made on said line or in the vicinity 
of the road. 

The one hun<lred thousand fanegadas of land, or such numl)er thereof, up to the 
iiuml)er of one hundn>d and fifty thousand fanegadas, which may l)e at the disposal 
of the (ioveniment oh vacant, and granted to the comi)any, may be used to make 
therein encampments for workmen, fields for cultivation, pasturt»s for l^easts of bur- 
den and cattle, phices for cutting woorl, for building or for fuel; and in general for 
establishnK^its, suitable for facilitating any industrial operations undertaken by the 
company, especially those relating to crolonization. 

If, whi<h IS not to be exfjectecl, there should not Ix? within the limits of the pro- 
vinces of Panama and Veraguas, nientionc<l in the prec^nling fifteenth article, the 
vacant lands nex'essary to secure to the (!ornpany the? one hundred thousand fane- 
gadas specified in this article, those* whi<h may l)e wanted to complete the one 
hundred thousand fanegadas, will l)e granted at the points whi(;h the said company 
may designate in the continental part of the provinces of Carthagena, Santamarta, 
Riohacha, and (/hoco; this grant and the others mentioned in tne present article 
being understood in reference to the vacant lands which Ix^long to the State and to 
no oth(;rs. 

The (iov(;rnment of the Reimblic will make no grants of vacant lands within the 
limits aforementioned of the provinces of Panama and Veraguas until after those 
mentioned in this article have lM»en delivered into the possession of the company; 
saving, nevertheless, the right whicrh any other person may have acquired by virtue 
of grants of the Granadian Government anterior to the date of the present contract 

Article XIX. 

The vacant lands granted to the company by the eighteenth article of this contract 
are given te it in full ownership, and the company may freely dispose of them dur- 
ing the continuance of the privilege granted and after the termination of said period 
or the resumption of the naid privilege. 

Article XX. 

The lands mentioned in the preceding article and the lands appropriated for the 
railroad shall be delivered to the company as they may be reguested, and agreeably 
to the provisions of the fifteenth, sixteenth, seventeenth, ana eighteenth articles of 
this contract. 

Article XXI 

When the lands required for building the railroad for ports or any other appurte* 
nances of the works of said road are the property of individuals, the company shall 
have the right to take them, by order of the governors of the respective proviDoefl^ 
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after valuation made and just indemnification ^iven to the owner, in conformity 
with the provisions of the law of June 2d, 1848, defining the cases in which property 
may be taken for public use, and the forms to be observed in such cases. 

Article XXII. 

The delivery to the company of the vacant lands granted gratuitously to it shall 
be effected provisionally so soon as they may be designated by the com pan v after 
proof of their character as vacant lands, a survey and an appropriation to it by the 
frovemor of the respective provinces. This provisional approi:)riation shall be sub- 
mitted to the examination and approval of the executive power. So long as it shall 
not be confirmed it shall only produce the effect of preventing an v subsequent grants 
of the lands in favor of a third j;)er8on, but from the time that it has been examined 
and approved, in conformity with this article, it ^^hall be equivalent to taking formal 
possession thereof. 

Article XXIII. 

The company being at liberty to vary or modify the line of the railroad if diffi- 
culties or obstacles should be found in carrying it out on the line first selected, may, 
in such case, change &Uo on the portion so varied the location which it may have 
previously made of the vacant lands, which it can obtain gratuitously, according to 
the stipulations of the fifteenth article. 

T^TLE III. — RightSj franchises, and exemptions. 

Article XXIV. 

The Republic, in order to aid as far as possible, on its part, the enterprise of the 
company and to facilitate the success of its operations of all kinds, confers upon the 
company the rights, franchises, and exemptions mentioned in the articles following: 

Article XXV. 

The enterprise is deemed of public utility. 

Article XXVI. 

The company is authorized to propose to the executive power such regulations as 
it may judge proper for the police, security, use, and preservation of its ways of com- 
munication, ports, works, and establishments of all kinds; but such regulations shall 
not take effect without the express approval of the executive power, which even 
after having approved may annul or amend them if it think proper, proceeding 
always in conformity with the laws of the Republic. 

Article XXVII. 

The rates of transportation or freight of money, carriajre of merchandise or trav- 
ellers over the railroad, of port dues, board, and storage in its depots and establish- 
lishments shall be fixed by the company, and modified as it may judge proper, 
making them immediately known to the local authorities in order that the i>UDlic 
may be informed of them. 

Article XXVIII. 

All correspondence which may arrive from the territory of the Republic or from 
foreign countries to be transported over the railroad, whatever may be its destina- 
tion, must absolutely pass through the post-offices of New Granada, which shall open 
with the company an annual account current of postage in order to compute the 
share of profits belonging to New Granada, in conformity with the provisions of the 
thirtieth article of this contract and in order to guard against fraud in this respect. 

Article XXIX. 

To carry out the stipulation in the prece<liug article the company binds itself aot 
to receive any other packages of correspondence than those aelivered to it by the 
poet-offices of New Granada, to be carried by the railroad to their port of embarkar 
tion or to the point on the Isthmus for which they may be destined on the line of 
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the said roati, cx)inplying with the regulations which the executive power may lay 
down on the eubjec^t, and also with those which may be given for tne carrving on 
said road of the correspondence of foreign nations which may be delivered to the 
company by the officers of the Republic for that purpose. 

Article XXX. 

The executive power shall at all times determine what foreign nations may be per- 
mitted to transport their correspondence across the Isthmus of Panama by the rail- 
road, but in all cases in which the mails of foreign nations shall be permitted to pass 
by the Isthmus of Panama all contracts and pecuniary agreements for their trans- 
portation by the said railroad shall be made by the company, and all the pecuniary 
proceeds of such contracts and agreements shall go into tne funds of the company as 
a branch of its profits. In compensation for this privilege the company undertakes 
to transport by the railroad, free of charge, all the mails of New Granada; and, more- 
over, to pay to the government of the Republic five per cent on all sums of money 
which it may receive in virtue of said contracts and agreements, whether such sums 
prqceed from contracts which the company may enter into with foreign governments 
or with other companies, or from the general regulations which it may establish for 
the carrying of the correspondence of nations which may not have entered into 
special contracts with it. 

And it is also 8tipulate<l: First. That whatever may be the profit which the com- 
pany may receive by virtue of such contracts and agreements, in no case shall it on 
this account pay to the Government of New Granada less than ten thousand dollars 
per annum; 'second, that this payment shall be over and above the three per cent of 
the net profits of the enterprise to which New Granada is entitled; and third, that 
the power of the company to enter into such contracts or pecuniary agreements shall 
not DC opposed in any manner to the contracts or agreements which now exist 
between the Republic "of New Granada and any foreign nation or nations, for the 
transportation oi mails on the Isthmus of Panama. 

Article XXXI. 

The services of all kinds which the company is to perform on the railroad, during 
the continuance of its privilege, shall be performed exclusively by its agents, and 
with the materials belonging to it, unless it should choose to perform them in 
another way. 

Article XXXII. 

The company mav freely introduce into the Isthmus, without paying duties or 
taxes of any kind, all the implements, machines, iron tools, material, and manufac- 
tured articles intended for the construction, working and preservation of the rail- 
road, and also the articles required for the subsistence and clothing of the workmen 
employed in the work, during the whole period of the construction of the road, 
being subject in this respect to the regulations which the executive may establish. 

Article XXXIII. 

No taxes or contributions, national, provincial, municipal, nor of anv other kind, 
shall be imposed upon the railroad or upon its warehouses, furniture, machines or 
other works, property and effects of any kind belonging to it, and which in the 
judgment of the executive power are necessary for the service of the said railroad or 
its aependencies; and in compensation it is expressly stipulated that, in every case 
and notwithstanding any provisions of this contract to the contrary, the troops, 
warlike stores, arms, clothing, and other effects of the Government of the Republic, 
and persons coming to it as new settlers on account of the State, shall be transported 
gratuitously over the railroad at the charge and cost of the company, and without 
the Government or such troops or colonists having to pay anything for freight or for 
any other cause. 

Article XXXIV. 

Passengers, money, merchandise, goods, and effects of all kinds which may be 
transported across the Isthmus, to go from one ocean to the other by the railroad, 
shall be exempt from taxes and imposts, national, provincial, municipal, or of any 
other description. The same exemption is extended to all effects and merchandise 
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which m&Y remain on deposit in the ports, stores, and landings of the company, 
destined either for the interior or for other countries; hut the merchandise or effects, 
destined for consumption in the interior of the Republic, shall pay the duties and 
imposts established, or which may be established, when such goods leave the ware- 
houses of the company; to which end their delivery shall be conducted under the 
cognizance of the officers of the Republic, and in conformity with the laws and reg- 
ulations laid down by the executive. 

Abticle XXXV. 

Foreigners who may form settlements on the vacant lands granted gratuitously to 
the companv shall be exempt during the space of twenty years from the date of the 
formation or such settlements from all forced contributions, and from tithes and first 
fruits on their agricultural property and their products for home consumption; they 
shall be entitled to receive letters of naturalization, as soon as they solicit them, on 
fixing their residence in the territory of the Republic; and during the said term of 
twenty years from the formation of their settlements, they shall not be obliged to 
serve in the Army, Navy, or national guard, nor to take arms in defence of the 
Republic, save in case of loreign invasion. 

Article XXXVI. 

Travellers passing from one sea to the other over the railroad shall not require any 
passport to pass over it, except in cases of foreign war or internal political commo- 
tion, when the Government may deem the presentation of passports expedient for 
the security of the country or the preservation of public order. Nevertheless per- 
sons who have been expelled from the territory of tne Republic, or other individuals 
whom th& laws may have forbidden to enter it, shall not pass over the Isthmus. 

CHAPTER SECOND. 

Of the Duties and Obligations Assumed by the Company. 

Article XXXVII. 

The company undertakes to execute, at its own expense, risk, and peril, all the 
works necessary for the establishment and construction of a railroad, to open and keep 
up a line of communication between the two oceans across the Isthmus of Panama. 

Article XXXVIII. 

The said works shall, unless in case of superior force, be commenced within the 
period of eighteen months, which shall begin to run four months after the approval 
of this contract bjr the Congress of the Republic. Works of a definite nature, in 
respect to the laying out the line, indispensable to its execution, shall be regarded 
as the b^inning of tne enterprise. 

Article XXXIX. 

The said works shall be completed within the term of six years, counting from the 
expiration of four months after the approval of this contract by Congress, so that the 
railroad undertaken by the company shall be passable in all its parts at the expira- 
tion of the term so specified; but if after constructing and making passable one-third 
part of the railroad the company should find that it cannot finish it in its whole 
extent in the six years agreed upon in this article, it shall have the right to ask an 
extension of the term, which shall be granted by the executive for two years, in addi- 
tion to the six years fixed for the completion of the whole railroad, without incurring 
thereby any of the penalties contained in this second chapter of this contract. 

Article XL. 

The company shall secure the fulfillment of the obligations assumed by it for the 
execution of the works of the enterprise, which is the subject of this contract, in the 
sum of one hundred and twenty thousand dollars; but it shall not be necessary for 
the company to deposit this sum in cash, but only to secure it by means of an instru- 
ment of double the amount, executed with all proper solemnities and to the entire 
satisfaction of the Government of the Republic, to answer, by virtue of such security 
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for the said sum of one hundred an<i. twenty thousand dollars in case the railroad 
should n(»t be (completed within the time stipulated in this contract and in accord- 
ance with the provisions herein agreed upon. 

Articlb XLI. 

In case the privilege nhould become void in consequence of failure to begin the 
work, or from its not being completed in the manner and within the period prescribed 
therefor, the company nhall forfeit in favor of the Republic the sum of one hundred 
and twenty thousand dollars mentioned in the preceding article. 

Article XLI I. 

If the company should not have made its preparations for beginning its works 
agreeably to the thirty-eighth article, and if it should not have actually begun the 
same twenty-two months after this contnu^t has been approved by Congress, it shall 
forfeit all the privileges and advantages which result to it therefrom; unless the agents 
of the Government of the Republic should not have affected the delivery oi the 
lands necessary for the road within three months after they have been demanded by 
the company. In this case the term allowed by the thirty-eighth article for the 
commencement of the work shall be extended for a period equal to that of the delay 
it has sustained in the delivery of the lands after the three months from the time of 
their being demanded. 

On no ac(!Ount and at no time shall the work of the railroad be suspended by 
reason of differences which may arise between the company and the owners of land 
as to the value which must be put upon such as it may be necessary to purchase for 
the building of the said road; but in order to give positive guaranties to such owners, 
and that their rights may not in any manner be prejudiced, the company shall exe- 
cute a personal undertaking or mortgage, sufficient, in the judgment of the governor 
of Panama, to answer for the price which may be fixed for said lands, according to 
the law of the second of June, one thousand eight hundred and forty-eight, "of 
expropriation." 

Article XLIII. 

If at the end of the six years fixed for the completion of the railroad the company 
should not have completed half of the work it shall incur the penalty of the avoid- 
ance of the privilege and forfeit the sum of one hundred and twenty thousand dol- 
lars, secured by the obligation in double the amount which it is to execute as a 
guarantee of the fulfillment of the conditions which it assumes. The company shall 
incur the same penalties if at the end of the eight years the works of the railroad 
shall not be completed, and the said road passable throughout, in the manner and 
form and according to the conditions set forth in this contract. 

Article XLIV. 

In case of forfeiture legally declared against the company it shall be bound to return 
to the Government the lands granted gratuitously to it and in the same conditions 
in which they may be when the forfeiture is pronounced without any obligation on 
the part of the New Granadian Government to make to the said company, or to its 
assigns, any indemnification for improvements or for any other cause. 

Article XLV. 

After the entire completion of the work of the line of the railroad the company 
shall order a survey of the lands to be made at its own expense, with notice to tiie 
owners of the lands adjoining, together with a statistical plan of all the parts of the 
road which are to be returned with it to the Republic at the time of the expiratioi 
of the privilege. It shall also order a descriptive statement to be made, at its own 
expense, of the bridges, aqueducts, and other works of art which ma^ have been 
constructed and which are to be returned to the Republic at the same time. 

Article XLVL 

The company shall make also, at its own expense, similar descriptive stat^eaeotB 
of all the subsequent works of the same kind which it may afterwards conitnict 
during the period of its possession of the privilege. 
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Article XL VII. 

An exacTt and authenticated duplicate of the statistical plan and descriptive state- 
ments above mentioned , shall be delivered by the company to the governor of 
Panama, or sent to the office of the secretary for foreign affairs, to be deposited in the 
national archives for use there, in case of need, during the continuance of the privil- 
ege, or at the time of its expiration. 

Article XLVIIL 

One year before the expiration of the privilege the company shall be bound to 
make, on notice to and after hearing the agents of the Republic commissioned for the 
purpose, valuations, statements, ana inventories of the immovable property, bridges, 
acjueducts, and other works of art which are to be returned to the Republic, agree- 
ably to the descriptive statements and statistical plan, of which the duplicates shall 
have been deposited in the archives of the administration of New Granada. 

Article XLIX. 

At the expiration of the term of the privilege, and by the mere fact of its expira- 
tion, or in case of the resumption of the privilege, as provided in the second article 
of this contract, and by the mere fact of the resumption, the Government of New 
Granada shall be substituted in all the rights of the company, in the ownership of 
the lands and of the works of art, designated in the statistical plan and in the 
inventories and descriptive statements al)ove mentioned, and shall enter immediately 
into the enjoyment of the line of communication, of all its appurtenances and de- 
pendencies, and of all profits accruing therefrom. The company shall be bound to 
aeliver to the Government in good condition, the roads, the works which compose 
them, and their appurtenances, such as the pliaces for lighterage, for discharging 
cargo, guardhouses for the inspectors, offices for the collection of freight and carriage, 
machines, fixed or movable, and, in general, all objects movable and immovable, 
whether destined specially for the service of transportation or applicable to any 
other object connected with the enterprise, and whether included or omitted in the 
said plans, inventories, statements, and statisti(;al tables. 

Article L. 

In conformity with what is already specified it is hereby expressly stipulated 
that when, at any time or for any cause whatever, the privilege of the company 
shall terminate or expire, the (iovemmei)t of the Republic shall enter unmediately 
and gratuitously into the enjoyment, ownership, and possession of all the objects 
which form the subject of articles forty-eight and forty-nine preceding the present; 
and consequently the said (iovernment shall enter likewise injmediately ana gratui- 
tously into the enjoyment, ownership, and possession of the railroad in its whole 
extent, from one o(;ean to the other, and of the places for lighterage, wagon roads, 
lateral and cross, places for loading and unloading, storehouses, stations, guard- 
houses for the police, offices for the (;ollection of freight and carriage, machines, fixed 
or movable, and, in general, of all the works, effects, utensils, and things of every 
kind which, in the judgment of the executive power, may be necessary tor the use 
of the road and its dependencies, such as locomotives, cars and carriages of every 
description, materials and furniture of every kind, and, in fine, anv other things, 
movable and immovable, which may be applicable to the service of tne railroad ana 
of the other roads, works, and establishments dependent upon it, or in any manner 
connect^ with the enterprise, or belonging to it, although not expressly mentioned 
in this article, nor in those preceding; it being well undertsood that all these things, 
movable and immovable^ shall pass, as it has been mentioned, into the enjoyment, 
ownership, and possession of tne Government of the Republic without its being 
obliged to pay anything to the company by way of indemnification, or for any other 
cause. 

Article LL 

In consideration of the collection and receipt of the duties and rates of transportation 
fixed by it, the company binds itself always to effect with care, punctuality ana celerity, 
and without exception as to national character, the transportation of travellers, cattle, 
merchandise, goods, and materials of all kinds which may be confided to it, all of which 
shall be transported without any deduction from the established prices, except such 
as it may allow in favor of nations which are now bound, or which may hereafter 
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become bound , by means of public treaties entered into with New Granada, to guar- 
anty positively and effectually to this Republic its rights of sovereignity and owner- 
ship over the territory of the Isthmus of Panama, and the perfect neutrality of said 
Isthmus, to the end that the free transit from one sea to the other may never be inter- 
rupted or embarrassed; but notice is expressly given, and in fact it is hereby especially 
stipulated, that New Granada, Granadians, and their property shall enjoy all the 
benefits and advantages which any other nation whatever may obtain by virtue of 
the provision in this article. 

AnncLB LII. 

Whatever may be the line selected by the company for building the railroad be- 
tween the two oceans, one of its extremities shall be the city of Panama. 

Article LUX. 

Vessels of nations at war with New Granada shall not be admitted into the ports 
at either extremity of the railroad, nor shall the productions, effects, and property of 
such nations have free transit across the Isthmus on said road. 

Articlb LIV. 

The expenses of surveying and laying off the lands granted to the company, the cost 
of the statistical plan, inventories, and descriptive statements mentioned in this con- 
tract, as well as the expenses and cost of the titles of ownership to be given by the 
authorities or notaries of the Republic, shall be borne by the said company; but all 
documents, of whatever nature, drawn up in the execution of this contract, shall be 
registered without cost. 

Article LV. 

The company binds itself to pay annually to the Government of New Granada three 
per cent of the net profits of the enterprise, in the same proportion in which they are 
to be distributed in form of dividends to the shareholders, without taking into ac- 
count in the payment of the said three per cent any deduction for the supposed interest 
of the capital of the companv, or for any sum which the shareholders may designate 
as a reserve or sinking fund. It is stipulated that for the receipt of this duty the 
Government of New Granada shall look, with the shareholders of the enterprise, to 
the accounts produced and liquidated at the general meeting of the company, which 
accounts the agent of the Republic may examine, and in respect to them he may 
make observations in the same manner as any shareholder, but without power of 
interfering in the general management of the company. Besides what is stipulated 
in this article, it is also agreed that the payment of tne said duty of three per cent 
shall be made at Bogota, Panama, or New York, as the Government of the Republic 
may direct. 

Article LVI. 

The company selects New York as its domicile, and will maintain in Panama a 
representative with power sufficient to act in its name in all cases where it may be 
necessarv. 

Article LVII. 

The present privilege can not be granted or assigned to any foreign government— 
that is, to any government out of the New Granadian territory — under penalty of for- 
feiture of the privilege, by the mere fact of attempting or carrying into effect sudi 
grant or assignment; and, although it should at any time be attempted or carried into 
effect, it will be, and from this time is, declared absolutely null, and of no force or 
effect. 

Article LVIII. 

Wherever in this contract mention is made of the completion, expiration, or termi- 
nation of the privilege granted by it, all that is said in reference to such completion, 
expiration, or termination shall be understood as said and applicable also to me case 
of the resumption of the said privilege. Consequently, it is expressly stipulated, that 
at any time when the said privilege may be resumed, according to the second article 
of this contract, the Panama Railroad Company shall fulfil all the duties incumbent 
upon it, in the same terms as if the forty-nine years, which the privil^e at the 
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utmost, may extend, had expired; and it is also expreeslv stipulated that for the sum 
which may be paid as indemnification to the Panama Kailroad Company, in any of 
the three cases set forth in the article last mentioned, the Government of New 
Granada shall acquire not only the rights, but also all the material objects, which the 
company is bound to deliver to it on the expiration of the privilege, which delivery 
shall be made as may be established b^ general regulation, on the same terms on 
which it should take place, if the forty-nine years which the privilege at the utmost 
may continue had expired. 

Article LIX. 

Controversies which may arise between' the executive power of New Granada and 
the Panama Railroad Company, in regard to the fulfilment or failure in fulfilment 
of this contract, or upon the understanding or construction of the clauses it contains, 
shall be determined by the magistrates and according to the laws of the Republic of 
New Granada. In no case shall any privilege, immunity, or exemption be alleged 
which is not expressly recognized or granted in this contract; nor will the interven- 
tion of any authority or functionary other than those legally established with juris- 
diction in the Republic be allowed. Such controversies as may affect the existence, 
preservation, or permanency of the privilege and of the rights thereunto appertain- 
ing shall be decided by arbitration. 

Article LX. 

The Government of the Republic binds itself to protect and maintain, fully and 
entirely, the rights of the company under this contract; and to this end it agrees, 
that where doubts occur in the construction of any clause or clauses inserted in the 
preceding articles,, which secure to the company any inducements or advantages, 
if such doubts should occur in consequeii(!e of such clausen not being sufficiently 
explicit, they shall be interpreted in the natural signification most favorable to 
the company. 

Article LXI. 

All the legislative acts, decrees, and agreements by which, in former years, various 
privileges were granted for the opening of an intemiarine communication by the 
Isthmus of Panama are irrevocably annulled. Consequently, the ** Panama Rail- 
road Company" has the sole right and duty of constructing a railroad from one ocean 
to the other by the said Isthmus, in conformity with the stipulations of this contract, 
which is the only one remaining in force on tfie subject between the Government of 
the Republic and said company; since by this clause not only all the acts, decrees, 
and agreements above mentioned, but especially all the contracts and stipulations, 
which formerly exibted between the said Government and the said company, or the 
individuals, of whose rights it is the assignee, are annulled. 

Article LXII. 

This contract, as divided into two chapters and extending to sixty-two articles, 
shall be submitted for approval to the executive power of the Republic, and that 
being obtained, shall be presented by it to Congress; the consent and approval of 
which are required, in order that, receiving the force of a law, it may be carried into 
effect. « 

The railroad enterprise, being of public utility, the authorities shall afford it all 
possible protection in conformity with the laws. 



[TraiiBlation of Article V, of Law No. 33 of 1890, as published In the "Gaceta de Panama" No. 416 of 

Dec. 10th, 1890,] 

Article V. 

From the month of January, 1891, the Department of Panama will continue to 
receive directly from the Panama Railroad Company the sum of twenty-five thou- 
sand dollars ($25,000) in American gold, assigned to it by law 46 of 1867, by which a 
contract was approved. The Government will give opportune notice to the Panama 
Railroad Company in order that^the dispositions made by this article may be carried 
out on the date expressed in same. 

a Note. — Congress approved June 4, 1850. 
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Subcommittee of the Committee on 
Interstate and Foreign Commerce, 

House of Representatives, 

Monday^ February ^7, 1905, 

Subcommittee called to order at 10.66 a. m. 

Present, Hon. D. VV. Shackleford, chairman, Hon. Charles E. 
Townsend, Hon. William C. Levering, and Hon. John J. Esch. 

STATEMENT OF ME. EBWAEB A. BEAKE, VICE-FEESIBENT AID 
8EGEETAEY OF THE FANAMA EAILEOAB COMFANY (CONTIH- 
TTEB), ACCOMFANIEB BY ME. ALFEEB AITBEESON, ASSISTAVT 
FTJEGHASINO AGENT OF THE FANAMA CANAL COMMISSION. 

Mr. Townsend. Mr. Drake, we have only a few questions to ask 
this morning, and there will hardly be time to go into minute detail 
with regard to these things. Please shorten your answers as much as 

? possible, and make them as concise as possible and we will determine 
rom them whether we want to go more extensively into the subject- 
matter or not. You have been sworn, Mr. Drake, 1 believe? 

Mr. Drake. Yes, sir. 

Mr. Townsend. Mr. Drake, has the Panama Railroad Company at 
any time made any purchases for the Isthmian Canal Commission'^ 

Mr. Drake. Yes, sir. 

Mr. Townsend. About when did those purchases begin? 

Mr. Drake. Early in May, 1904. 

Mr. Townsend. How did you happen to make purchases for the 
Commission i 

Mr. Drake. It happened shortl}" after the property was transferred 
to the United States. . General Davis was on the Isthmus, and Major 
Brooke, I think, was there also, to take possession. They required 
certain supplies, for which they made requisition on the cnairman of 
the Isthmian Canal Commission. The chairman had recently been 
elected a director of the Panama Kail road Company, and was at the 
office; and using the general idea that the Panama Railroad Company 
was about to become a part of the Government property, thought 
that he should accordingly, without an}' impropriety, avail himself of 
its facilities 

Mr. Townsend. This was after the purchase of the stock? 

Mr. Drake. Yes; but before its actual delivery — avail himself by 
agreement of the facilities of the Panama Railroad Company for making 
such purchases of material as were immediately required. 

Mr. Townsend. That was called *' emergency material?" 

Mr. Drake. At that time the material was not; it was spoken of as 
"material;" General Davis spoke of the material as urgently required; 
and as our machiner}' was in full operation it was thought proper to 
avail themselves of it. 

Mr. Townsend. You received your instructions from Admiral 
Walker? 

Mr. Drake. From Admiral Walker. 

Mr. Townsend. How long did you continue to purchase for the 
Isthmian Canal Commission? 

Mr. Drake. About six months. 
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Mr. EecH. Let me fix the date more clearly in my mind. When 
was this done with reference to instructions given to the Commissioners 
by the President, the date of that being May 9? 

Mr. Dkake. About that time. The first letter that I received from 
the chairman of the Commission— 1 think it is there, Mr. Townsend. 

Mr. TowNSEXD. Here is a letter dated *' Evening Star Building, 
May 2, 1904," from J. G. Walker chairman of the Commission to 
you, asking that you should give him some information in regard to 
wire-gauze screening. Was tnat a correct date? 

Mr. Drake. Yes, sir. 

Mr. Townsend. And you continued to make those purchases for 
about six months? 

Mr. Drake. Yes, sir. 

Mr. Townsend. Now, were any of those purchases made before the 
opening of the bids? 

Mr. Drake. Yes, sir. 

Ml". Townsend. Were all of them? 

Mr. Drake. All? No, sir. We were requested to buy the material 
for the Commission in our own way as we were making our own pur- 
chases. Those purchases are submitted to competitive bids when tnere 
is an opportunity. We have been buying all classes of material for a 

treat many years, and we have regular recognized parties that we 
now that we can get the goods from that we require at prices that are 
regular. In emergency cases they were thus not submitted to com- 
petitive bids. 

Mr. Townsend. Can you tell what proportion of those purchases 
were made through competitive- bids? 
Mr. Drake. A very large proportion, sir. 
Mr. Townsend. Can you tell how much in all were purchased? 
Mr. Drake. 1 would like to make one distinction. There was a 

gart of the material at the outset that was bought in the name of the 
anama Railroad Company for account of the Commission; that the 
railroad company paid for and collected from the Commission after- 
wards — miscellaneous material. Subsequent to that our purchasing 
department was used, but the bills were sent promptly through our 
accounting office to the Commission. 

Mr. TpWNSEND. Did you have personal charge? 

Mr. Drake. I did not. 

Mr. Townsend. Who did ? 

Mr. Drake. Mr. Alfred Anderson, our purchasing agent. The 
requisitions were received by me and referred to him. 

Mr. Townsend. \Vere the requisitions made upon you? 

Mr. Drake. Alwa^^s upon the Panama Railroad, addressed to me as 
vice-president. 

Mr. Tow^nsend. And you turned them over to Mr. Anderson to 
comply with your request? 

Mr. Drakp:. The requisitions will show my note: ''Acknowledge 
receipt and comply." 

Mr. Townsend. Were any of those purchases for lumber? 

Mr. Drake. Yes, sir; a large proportion. 

Mr. Townsend. About what proportion of it? 

Mr. Drake. About $80,000 worth, I think 

Mr. Anderson. $75,000 or $80,000 worth. 
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Mr. Drakr. Together with the freight charges made the lumber 
cost al>out $115,000 delivered at Colon. 

Mr. TowNSENi). Some of those were ties? 

Mr. Dkakk. Yes, sir. 

Mr. TowNSKNi). And those were to be used on the sidings on which 
they were transporting dirt? 

Mr. Dkakk. Making temporary trac^ks. 

Mr. TowNHENi). Ana were not a part of the railroad? 

Mr. Drake. Not at all. sir. 

Mr. TowNHENi). And they belonged to 

Mr. Drake. Absolutely for use l)y the chief engineer of the Com- 
mission building temporary tracks. Sidings would implj^ part of the 
main track. These were for temporary tracks. 

Mr. TowNSENi). Was this lumber largely paid for originally out of 
the funds of the railroad company? 

Mr. Drake. No, sir. The requisitions for lumber came, and we 
had proceeded on the original plan of buying as we would buy for 
ourselves, on our specifications, but payment to be made by the 
Commission. 

Mr. TowNSKND. Did 3'ou ever receive any instructions from the 
Commission to buy of particular dealers? 

Mr. Drake. No, sir. 

Mr. TowNSENi). None at all? 

Mr. Drake. You are speaking of lumber particlarly? 

Mr. TowNSEND. Yes. 

Mr. Drake. No, sir. A great many names were sent to us — a great 
manv people made applications to us at the suggestion of members of 
the Commission. 

Mr. TowNSEND. What members of the Commission made any sug- 
gestions as to purchases of lumber? 

Mr. Drake. None, as to purchases; suggested to concerns to make 
application to us to be put on the list. 

Mr. TowNSEND. Who made those suggestions? 

Mr. Drake. Mr. Harrod, Mr. Hecker, I think, and Mr. Grunsky. 

Mr. TowNSEND. Mr. Grunsky, of California? 

Mr. Drake. Yes, sir. 

Mr. TowNsEND. Did you purchase any lumber from California 
parties ? 

Mr. Drake. We had bids from California parties, and had not 
accepted any until the matter was taken out of our bands by Mr. 
Grunsky, and the orders were placed directly. 

Mr. TowNSEND. Why did you not purchase any? 

Mr. Drake. We did not have the lacilities for taking delivery of 
large quantities of lumber at Panama. We thought it could be more 
easily and cheaplv delivered at Colon. We were not satisfied that the 
material we could get there would meet the requirements. Mr. 
Grunsky, from his knowledge, determined all of that later. 

Mr. l"owN8END. You had the same facilities that they had? 

Mr. Drake. We were not as familiar with these. 

Mr. TowNSEND. You were not satisfied that you could get the 
lumber as cheaply from the California parties as from others? 

Mr. Drake. Some of the Quotations were lower than Southern bids; 
our specifications were rigid. There are peculiar requirements for 
lumber on the Isthmus. It is very susceptible of decay, and destruc- 
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tion by the teredo. Our instructions to our purchasing agent were 
always to limit the area in which he bought his material. 

Mr. TowNSEND. You had a greater knowledge of the character of 
the material, and the material necessary for the Isthmus, than they 
bad. 

Mr. Drake. We felt that we did. 

Mr. TowNSEND. Who drew the specifications for the purchase of 
lumber? 

Mr. Drake. Our specifications were used at first, but rejected later. 

Mr. Townsend. Who rejected it? 

Mr. Drake. We submitted our specifications to the chairman of the 
Commission and the chief engineer of the Commission, and they were 
accepted. Later Chief Engineer Wallace arrived on the Isthmus. 
After studying the situation telegraphed that a different specification 

Erepared by him be adopted, to do which required the rejection of all 
ids received by us up to that time for lumber and its transportation, 
which was accordingly done. It was a very much more rigid and 
extreme requirement than ours, which was based on ten or twenty 
years' experience, and very much enhanced the cost of the material. 

Mr. Townsend. Did you answer my question as to who drew the 
specifications? 

Mr. Drake. The specifications were drawn by the chief engineer 
of the Commission, and were those of the Illinois Central Company. 

Mr. Anderson. We did not buy any lumber, but only askea bids 
on those specifications. 

Mr. Drake. Yes. 

Mr. LovERiNG. But the actual purchase and contract was made by 
Mr. Grunsky, was it not? 

Mr. Anderson. Not for the lumber to which Mr. Drake refers. 

Mr. Drake. 1 know how it had been bought by us. We bought 
two millions of feet directly. 

Mr. Townsend. Was this lumber shipped in the boats belonging to 
the Panama Railroad Company? 

Mr. Drake. No, sir. 

Mr. Townsend. Was any of it shipped over lines traversed by your 
boats? 

Mr. Drake. No, sir. 

Mr. Townsend. Where was the lumber shipped from largely ? 

Mr. Drake. New Orleans; some little from Mobile. We had con- 
nections there. 

Mr. Townsend. Were any materials shipped from New York to the 
Isthmus used by the Canal Commission that were not carried in your 
boats — the railroad boats? 

Mr. Drake. No, sir; not that I recall. 

Mr. Townsend. Were you asked for rates on that material? 

Mr. Drake. Yes, sir. 

Mr. Townsend. Did you make rates? 

Mr. Drake. We made a rate "for quantity" to the Commission, 
anticipating that large quantities of material would go forward by our 
boats. That rate was the same as that fixed for the company's own 
material, of $5 a ton, as ageinst our tariff rate of $8 a ton. 

Mr. EscH. How does that compare with other rates? 

Mr. Drake. The open rate is $8 per ton. 

Mr. EscH. And you gave $6 ? 
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Mr. Drake. Yea; so that it might not be higher than any other 
competitive rate by independent steamship lines. 

Mr. TowNSENi). The (Jommission reimoursed the railroad company 
for the jnoney expended by the railroad company in the purchase of 
material ? 

Mr. Drake. Yes, sir. 

Mr. TowNSKND. How did they do that^ 

Mr. Drake. By drafts, Treasury warrants, for collection vouchers. 

Mr. TowNSEND. Pavable to the treasurer of the company? 

Mr. Drake. Payable to the Panama Railroad Company. That was 
for $18,366.91 for material. 

Mr. TowNSEND. About 1^7,000 worth purchased directly in the 
name of the Commission by vou — 1 think Mr. Anderson said about 
$75,000, all told. 

Mr. Drake. That is the lumber. We bought, with freight added, 
$215,000 worth, all told, of material for the Commission, of which we 
paid for about $18,000. 

Mr. TowNSEND. Did you receive any written instructions, aside from 
letters, as to the purchase of these materials? 

Mr. Drake. No, sir. Only the requisitions themselves in detail. 
They are all on tile here. 

Mr. Tow^NSEND. I will ask you again, in that connection, did you 
make any of those purchases on the individual order of any member 
of the Commission? 

Mr. Drake. No, sir. At the time that the requisitions were received 
for plumbing material, and for rock-drilling material, members of the 
Conunission were in the office more or less, and were consulted. They 
had, as you will see by the letters on file — the chairman of the Com- 
mivssion had — employed certain subengineers who w^re going down to 
Colon, and he gave them limited autnority to order SQme additional 
parts for different kinds of machinery that had been called for; and at 
that time members of the Commission were in and out of the office, 
and were consulted concerning that particular material, and expressed 
their views directly to Mr. Anderson, not to me. 

Mr. Town SEND. Most of them were made on letters received from 
the chairman of the Commission? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. Can you tell me what proportion of those were pur- 
chased on competitive bids? 

Mr. Drake. No, sir; 1 can not. 

Mr. TowNSKND. Were you informed that the instructions of the 
President were to the effect that they were to be purchased on bids 
after advertising? 

Mr. Drake. 1 knew that requirement was applied to the Canal 
Commission by the President's letter, but they did not so restrict the 
railroad, and it did not apply to us. I should say, in explanation of 
that, when at first the question of the railroad company purchasing 
material for the canal came up I was, of course, careful to see that in 
complying we were within our rights as to a private corporation. The 
railroad is not now buying any material for the Commission. The 
railroad company bought the material, as it did its own material, 
without advertising. 

Mr. TowNSEND. Did you receive instructions from the board of 
directors of the Panama Railroad Company to the effect that you 
should make these purchases for the Commission? 
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Mr. Drake. No, :nr. I submitted to them a report, or statement, 
that I had been requested to make these purchases for the Commis- 
sioD, and took their advice as to the propriety. 

Mr. TowNSEND. They took no action on iii 

Mr.;^RAKE. No, sir; do formal action. 

Mr. TowNSEND. Did you object to making these purchases for the 
Commission i 

Mr. Drake. Not the slightest: I felt that we were facilitating their 
work in doing it. 

Mr. Townsexd. Can you tell us of whom you purchased lumber for 
the Commission? 

Mr. Drake. Yes, sir. 

Mr. TowxsEXD. Whomf 

Mr. Drake. We bought pine lumber from Spottiswood, Turner 
& Co., of Mobile, Ala., ana of the Cook, Day Lumber Company, 
of New Orleans: we bought cypress lumber from F. B. Williams, of 
Patterson, La., and we bought creosoted lumber of the Southern 
Creosoting Lumber Company, and one other place, I don't recall, in 
New Orleans. That was after bids bad been invited from a large 
number of mills both here and there, and after I had sent Mr. Ander- 
son from here to New Orleans to remain there for a week or ten days 
to get in touch with the situation as to the purchase and delivery to 
us of the material and to arrange forwarding of it to the Isthmus. 

Mr. TowNSEND. How did you advertise for bids ( 

Mr. Drake. Did not advertise for bids. 

Mr. Townsexd. I thought you said '*^fter advertising.-' 

Mr. Drake. Oh, no; I did not say advertising. 

Mr. Townsexd. How did vou invite them ? 

Mr. Drake. We invited them as we do in the railroad company — 
I should have to refer to the files to see how many. We invited bids 
from a large number of concerns, from fifty to seventy-five. 

Mr. Townsexd. What proportion of those were suggested to you 
by the Commission ? 

Mr. Drake. Not any of them were suggested to us directly by the 
(3ommission. 1 think a large number of concerns addressed us saying 
that they had been advised to address us by different members of the 
Commission, to ask opportunity for bidding on the lumber. 

Mr. TowNSEND. Can you tell whether any purchases were made 
from any one excepting those that had been referred to you by the 
Conmiission ? 

Mr. Drake. 1 don't think that any people that we bought lumber 
of were referred to us by the Commission. 

Mr. Townsend. Did you buy any of D. O. Mills & Co. ? 

Mr. Drake. No, sir. 

Mr. Townsend. Don't they sell lumber or materials ? 

Mr. Drake. I have understood that large orders were placed with 
a Puget Sound concern of which Mr. Mills is a director. We had 
nothing to do with that in our oflSce. That is California material. We 
did not place any of those orders. I believe orders for from 2,000,000 
to 6,000,000 feet of lumber had been placed with a Puget Sound 
concern. 

Mr. Lovering. That was later? 

Mr. Drake. Yes, sir. 

Mr. Lovering. When did your purchases ceased 

PAN RY--05 22 
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Mr. Dkakk. AlM)ut Otolwr 1 last, but nomo that we Innight up to 
that time in ^oiii^ forward ntill. 

Mr. TowNSKNi). Wan the company of which 1). O. Milln in a director 
KUgKcsted by Mr. (JrunHky'if 

Mr. Dkakk. Not to uh; we had nothing to do with that. 

Mr. TowNHKND. Did you have any talk with Mr. (Irunsky an to the 
pur<;haHe8 of material from the D. O. Milln Company^ 

Mr. Dkakk. No, Hir; I had a talk with Mr. (rrunsky an to the rela- 
tive iiK^ritH of California lumber as <*omimred with the lumber bought 
in the South, and he expressed the opinion that it wan a thoroughly 
suitable mat(>rial and much cheaper. Of course I was nkeptical aoout 
that, but I believe that eventH have proved he was correct as to the 
Hrnt cost, but deliverv is yet to l)e made at Ancx)n. 

Mr. TowNSKNi). Were there s{)ecificAtionH for the jmrchase of 
lumber? 

Mr. Dkakk. Yes, sir. 

Mr. TowNSKNi). Who prejmred them^ 

Mr. Dkakk. We did not. I understand they were the spei'ltications 
of the Commission. 

Mr. Townsknd. Now, when you wroti* to these different iirm^ noti- 
fying them that you were goinjr to purchase an amount of lumber, did 
you state that thev were to be let through competitive bids? 

Mr. Dkakk. We invited figures on lumber according to our list of 
((uantity and specifications. 

Mr. Townsknd. Have you one of those letters to any company of 
which you purchased? 

Mr. Drake. Yes; there is one [handing letter to Mr. Towiisend]. 

Mr. Townsknd. That is similar to the letters that were sent to all 
of them, I suppose? 

Mr. Dkakk. Yes. 

Mr. Townsknd. We will mark that Kxhibit No. 1. 

KXHIBIT No. 1. 

Dear Hir: Plea«e quote priceH f. o. b., variouH points, and c. i. f. Colon, Republic 
of Panaum, at which you will furnish material enumerated in attached schedule, 
which hi required for use by the Isthmian Canal Commission, all to be in accordance 
with our standard siHitdfication, copy of which is also inclosarl. 

If the capacity of your mills will not pennit of making deliveries as promptly as 
our requirements demand, we may, because of the urgency of our neeos, conclude 
tf) secure a portion of the al)ove material from various parties, in order that delivery 
of the entire lot may be expwiited; and I shall be glad, therefore, to have your bid 
specnfy time of delivery of entire amount, and also date at which you will agree to 
(leliver one-fifth of the total (|uantity recjuired, the reduction to be proportionate on 
all items of the schedule. 

inspection of material will l)e made at |H)int of loading aboard ship by inspecton 
delegated by this (tompany, and pa}rment therefor be made as follows: 

If purchased f. o. 1)., payment will be ma<le upon receipt of inspector's tally and 
bill of lading, showing delivery to carrier. 

If purchased c. i. f., payment will be made ujKm receipt of advice from the iHth- 
mian (/anal officials at the Isthmus showing delivery at destination. 

JMease note that in (]|^uoting prices (;. i. f. arrangement must be made for forward- 
ing of material l)y (garners of araft not to exceed 15 feet, deep loaded. 

Bidn must Htat<» e^arliest date of delivery at loading point, and be received at thin 
office not later than Sifpteuiber 6, 1904, after which date no quotations will be 
<!onsidered. 

YourH, truly, , 

Purclumng Ageid. 
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Mr. EscH. Were those your own specitications ^ 

Mr. Drake, l^p to a certain time; but later the speciticatiotis were 
changed, as 1 have testified, by the chief engineer of the Commission. 
One of the changes was that he required cypress timber to be creo- 
woted, which we bad never done, and requirea that pitch-pine lumber 
should be ''all heart" and without any knots or any other defects. 

Mr. EscH. These different requirements were put in the circular 
letter? 

Mr. Drake. No, sir. 

Mr. EscH. They were not^ 

Mr. Drake. No. 

Mr. TowNSEND. You refer here in this Exhibit No. 1 to a copy of 
your standard specification. Have you that? 

Mr. Drake, i think I have. 

Mr. Townsend. While you are looking for that will you tell me why 
you did not give a public notice to the country at large, to dealers at 
large, in lumber and supplies? 

Mr. Drake. We did mvite bids from, I believe, eightj-seven con- 
cerns, but it had never been our pi'actice to advertise m the public 
press. The railroad companv purcnases its supply semiperiodically, 
and invites bids semiannually from concerns that are known to be 
capable of furnishing it, and that are of approved capacity and means, 
and thereafter accepts the lowest bids under those conditions. 

Mr. Townsend. But this was to be an extensive purchase by the 
Commission, was it not? You sa}" now it is still continuing. 

Mr. Drake. No; not now. 
I Mr. Townsend. I understood you so to say. 

Mr. Drake. I meant the shipments were still going forward. The 

fiurchases that were made during that period have not all reached the 
sthmus yet. 

Mr. Townsend. What proportion have reached the Isthmus ? 

Mr. Drake. More than three-quarters of it, sir. 

Mr. Townsend. Is there any special hurry about that being sent on ? 

Mr. Drake. There was apparently great urgency from the Isthmus 
for the shipment of what seemed to us an extraordinary amount of 
material, and we made extraordinary efforts to comply. 

Mr. Townsend. Do you still believe that it was an extraordinary 
amount? 

Mr. Drake. Yes; but 1 am not as convinced of the urgency now 
as then. 

Mr. Townsend. Isn't it a fact that a large proportion of that mate- 
rial has not been used, and is not ready to be used at present? 

Mr. Drake. I believe it to be the fact that much or it has not been 
used yet. 

Mr. Townsend. Has there been any extensive use of lumber to your 
knowledge since you commenced those purchases at the Isthmus? 

Mr. Drake. Yes, sir. 

Mr. Townsend. For what purpose? 

Mr. Drake. For the construction of foundations, roadways, and 
buildings. 

Mr. Townsend. Foundations for what? 

Mr. Drake. For buildings, for piling, and docks. They have erected 
a relativel}' large lumber dock at Christobal. 
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Mr. TowNHKNi). For tho puriK)so of landing these materials f 

Mr. Drakk. Yes. 

Mr. TowNSKND. I mean now in the conntruction of the canal f 

Mr.*DRAKK. In the construction of the canal. A large proportion 
of the Iuml)er conniHtiHl of ties for temporary trackn all slongMe of 
one line of the road. There was a prensmg demand for them. 

Mr. TowNSEND. Have they conBtructed a large amount of track 
along the road 'i 

Mr. Drakk. I don't know. 

Mr. TowNSKXi). What I was trying to get at, Mr. Drake, was 
whether there had been an extensive use of material which you have 
shipped down there if 

Mr. Drake. For a long time after it arrived there was a congestion 
of lumber at our terminal. Since then it has been distributed. What 
use lias since been made of it I can not tell, as that would be canal 
business, and I have all I can do in attending to the railroad. 

Mr. Escii. You say ^'congested'' at the O^lon terminals 

Mr. Drake. Because it was discharged so much more rapidly than 
our facilities for distribution 

Mr. EscH. You say it was not distributed until some time later. 
Were there any wharfage charges on it? 

Mr. Drake. We have a transpoilation contract with the Canal Com- 
mission that is a survival of the contract that used to exist between 
the railroad and the French Canal Company. It is continued on a 50 
per cent reduction from the price namea in the contract. In that con- 
tract there was a provision for handling, switching, and hauling all 
material discharged for the canal at our terminals. The ships had to 
discharge themselves at our wharves, and our charge for handling 
began from tlmt moment, whether discharged on our cars or forwarded 
on the line of the road, and the charges would be proportionate to the 
services rendered. 

Mr. EscH. There was some additional expense because of delay in 
distribution after it got down there ^ 

Mr. Drake. No, sir; once discharged it would be on our terminal, 
and we would urge them to move it as quickly as possible, because 
congestion on any of our wharves would hamper our business. In 
regard to pay for our service in the rehandling and loading and deliv- 
ery, I may answer that generally, by saying that we have attempted 
for a great many years 5) charge demurrage for our cars, but neither 
our co-carriers nor our traffic would stand it. W^e have had to use 
our cars for storage cars everywhere. That is the great disability of 
the road to-day, and it is a fact that sometimes from five to seven hun- 
dred cars are used at one time in the storage of material. This lumber 
was discharged on the ground. 

Mr. TowNSEND. Has the Conmiission been to any expense, to your 
knowledge, for demurrage and rehandling of material? 

Mr. Drake. In all the transportation arrangements that we madCf 
we escaped agreeing to make allowances for demurrage. If the car- 
rying company had been shrewder they might have exacted it, but as 
a matter ot fact we entered into no obligations to pay; demurrage hM 
been claimed, but none paid. 

Mr. Townsend. Is the claim still pending if 

Mr. Drake. The charge was. |V 

Mr. TowxsEND. Do you know how umch it is { 
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Mr. Drake. No; the principle was not accepted — when we made the 
contract we did not niaKe any arrangement for demurrage, and if any 
claim is made it is without any basis so far as the railroad is concerned. 
The United Fruit Company has carried most of the lumber to the 
Isthmus. They were anxious to get the business, and expected to 
take the business to either Christolml or Colon, but because of lack of 
depth they did not goto Christobal, but to our wharves in Colon. Their 
vessels followed one another so mpidly that there were delays of from 
three to ten days in getting discharged. There was very serious com- 
plaint made about that, and it took the shape of a claim against us, 
which of course we rejected. 

Mr. TowxsEND. When you say "we" you mean the railroad com- 
pany? 

Mr. Drake. Yes, sir; because the railroad made the engagement for 
account of the Commission. The United Fruit Company came back at 
us because of the delay of their vessels. The terminals were ours. 

Mr. TowNSEND. Do you know whether or not they have made any 
charge against the Commission ? 

Mr. Drake. I do not. 

Mr. TowNSEND. Is there any delay at the port of shipment on the 
Gulf? 

Mr. Drake. There was some delay in one or two cases in getting 
small lots forward, but when the lumber began to go it was moved with 
good dispatch. 

Mr. TowNSEND. Can you tell how much expense was incurred by you 
as the agent of the Commission by reason of those delays at ports of 
shipment if 

Mr. Drake. No,' sir; I ain not aware of any, but Mr. Anderson 
can answer that. I will sa}^ that 1 know there were one or two cases 
where there were complaints of bad car loading, and of assigning to 
one ship more than its capacity. In one case a small lot was left over, 
and in another case there was complaint that ties had been loaded 
in box cars so that they were awkward to handle, and that there was 
delav on that account; but as to cost to us, if any, 1 will have to refer 
to Mr. Anderson. 

Mr. TowNSEND. Pid the Commission, or any member of the Com- 
mission, tell you that you should advertise for these purchases? 

Mr. Drake. Not until we had been purchasing for six months, and 
then we were told that thereafter all invitations to bid would have to 
be advertised. 

Mr. TowNSEND. Why did they tell you to make that change — what 
reason did they give you? 

Mr. Drake. Because a question had been raised that all of the sup- 
plies we were buying were not urgenc}^ supplies. The Chairman of 
the Commission called m}^ attention to a provision in the law that 
allowed the Commission to purchase emergency or urgency supplies 
without advertising. 

Mr. TowNSEND. From your own experience you do not believe any 
Considerable number of those supplies purchased without advertise- 
Xient were emergency in the sense that they were immediately needed? 

Mr. Drake. A great many of them were explosives; we bought 
teO,000 worth of explosives 

Mr. TowxsEND. I am talking about himber. 



342 INVKSTIOATIOX OF PANAMA RAILWAY COMPANY. 

Mr. Drake. The chief enjafineer wrote saying that he was in great 
need of lumber there, and wanted u.s to hurry, complaining that there 
was delay in getting it forward. 

Mr. TowNSEXD. Can you find one of those letters? 

Mr. Drake. He wrote them to the Commission. 

Mr. Towxseni). Did the Commission write you to that effect: 

Mr. Drake. Communicated them to us, sir. 

Mr. TowxsEXD. Can you find that? 

Mr. LovERiNG. During the time of your making these purchaser^ 
were you beset, importuned, by contractors? 

Mr. Drake. Oh, yes, sir; quite a number of people came to us, 
asking to be put on the mailing list; there were large numbers of 
such letters received. 

Mr. LovERiXG. What answer did you make? 

Mr. Drake. Acknowledged receipt of them and added their names 
to our list to invite bids from. 

Mr. Towxsexd. In everj' case? 

Mr. Drake. They were not acknowledged in every case, but accord- 
ing to their location and the possibility of their meeting the require- 
ments. We would have letters from St. Louis, Chicago, and Omaha, 
and other interior points, asking to bid on supplies that we undoubt- 
edly could buy here just as well and get delivery more speedily. 

Mr. Loverixg. Did you afterwards hear from them demurring at 
your action ? 

Mr. Drake. No, sir; but 1 recall that there were complaints from 
people saying that they had not heard from us, coming in the fonn of 
an ordinary commercial letter, and saying that, and would like to hear 
later. 

Mr. Loverixg. Were such applications numerous^ 

Mr. Drake. I should say they were. 

Mr. Townsend. So there were firms dealing in these materials who 
were not written to ? 

Mr. Drake. Oh, yes, undoubtedly. Here is a letter dated July 25— 
and I would like to say that all letters are originals, and I can give 
you copies of any of them, but 1 do not care to release any of them 
excepting for purposes of investigation. On July 25, 1904, 1 received 
this letter [reads]: 

Isthmian Canal Commission, 
Washington^ D. C, July ^5, 1904- 

[Rear Admiral John G. Walker. U. S. Navv, chairmau; Maj. Gen. George W. Davis, U. S. Army: Wil, 
liamBarcla\' Parsons, C. E.; William H. Burr, C. E.; Benjamin M. Harrod, C. E.: C. EwaldGroorty I^ 
C. E.; Mr. Frank J. Hecker: Mr. D. T. Murphy, secretary.] | _ 

To Mr. E. A. Drake, M^ 

Second Vice-PresiderU Panama Railroad Company, I'' i 

24 State street J New York. I > 

Dear Sir: We are in receipt this morning of a cable from General Davis, reguegt- 1 5^ 
ing that the shipment of lumber, especial] y ties, be hurried as much as possible. There 
seems to be immediate need for this lumber and I would request that you do every- 
thing you can to expedite the shipment of our order given June 13, endeavoring «t l*^ 
the same time to keep prices at as low a level as possible. I ^ 

This same cable also requests 20,000 additional ties, 200 k^s of spikee and 8,000 1^^ 
bolts, a requisition for which I am sending in this same mail. I ^ 

Respectfully, J. G. Walker, I y 

Chairman of Commisslw- ■ - 
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Mr. Drake. And there i« also a note on the margin of the letter 
which I will also read [reads]: 

Ab arranged with Admiral Walker, set a load of '^ all heart'' off at once, if possible, 
by sail; if possible, send smaller lots by steam and the bulk remaining a? rapidly as 
can be contracted. D. 

Mr. TowNSEND. Now I understood your answer to my question as 
to why you did not advertise that the reason was because you knew 
the firm that could, with facility, furnish these supplies, and therefore 
you wrote directly to them instead of making puDiic advertisements? 

Mr. Drake. My answer is, that it was not the practice of the rail- 
road company, and it has not been the practice of the railroad company, 
to advertise. It invites bids from a greater or less number of concerns 
of recognized standing in the business with whom it is acquainted or 
knows of, and the bids are tabulated and the order placed to the best 
advantage. 

Mr. TowNSEND. But after six months you did advertise < 

Mr. Drake. No, sir, we never did advertise. 

Mr. TowNSEND, They did 'i 

Mr. Drake. I don't know. We were advised, on a certain date 
which I can not fix definitely, that they would probably discontinue 
using our purchasing department because all bids must be advertised; 
and I then, anticipating that some further purchases might be made 
through the railroad, immediately made an arrangement with an 
advertising agency, the Alfred Fiank Company of New York, to 
advertise in the usual way all bids that we might be called upon to 
advertise. But we never did anything. The Alfred Frank Company, 
which was the railroad company^s advertising agencv, is of recognized 
prominence and capital; I put them in communication with the Com- 
mission in order to undertake advertising both in Washington and 
in New York, if reguired. 

Mr. TowNSEND. Has the Commission employed them? 

Mr. Drake. I think they have not, but I do not know, sir. 

Mr. Townsend. Do you know of any firm they have employed? 

Mr. Dra;ke. No, sir. 

Mr. TowNSEND. Do you know of any advertisements they have made ? 

Mr. Drake. I have not seen any. 

Mr. EsGH. In that connection, when we were at New Orleans I saw 
a notice, I think in the New Orleans Picayune, for shovels, picks, and 
scythes, and other hardware; I noticed that. 

Mr. TowNSEND. You think there were about 80 lumber dealers? 

Mr. Drake. Yes, sir. Mr. Anderson reported that a list of 87 names 
had been selected from a very much larger list. 

Mr. TowNSEND. Who selected them ? 

Mr. Drake. Mr. Anderson and myself. Mr. Anderson did the 
work and I approved what he had done. 

Mr. EsGH. Were any of them located in the North Central States? 

Mr. Drake. I think not, sir. We would hardly write to the North 
Central States because of the additional transportation from that 
point to the seaboard. 

Mr. TowNSEND. You were not bound to accept any bid that was 
tiot* satisfactory i 

Mr. Drake. No, sir. 

Mr. TowNSEND. So if the bid had been higher you would not have 
l)een obliged to accept it ? 
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Mr. Drake. No; hut we do our business on the basis of economy 
and expediency. The lumber that the railroad has required has been 
purchased in definite sections. The southern pine we always bought 
m South Carolina. Georgia, Mississippi, and the eastern Louisiana dis- 
trict, and in nortnern Florida, restricting to that section because of 
the character of lumber found there. It was cheaper in the end. When 
we had made our ari*angements to place the orders for the Commission 
within that area one of the Commission, 1 think Mr. Grunsky , extended 
the area from which bids could be invited, because the prices were 
lower, without regard to what I considered prohibitive characteristics 
of the product from that district — it is very fibrous and susceptible to 
I'apid aecay on the Isthmus — so I never bought a stick of lumber at 
any time west of the Mississippi. 

Mr. Town SEND. But there nas ^)een a large amount purchased west 
of the Mississippi i 

Mr. Drake, bince then a quantity of lumber has, I believe, been 
bought by the Commission in western Louisiana and Texas. 

Mr. TowNSEND. You thought that was not proper material? 

Mr, Drake. I gave our purchasing agent instructions not to buy 
that material, regardless of price. 

Mr. EscH. Has the company purchased an3'^ lumber on the Pacific 
slope? 

Mr. Drake. Not for years. In times past we had consignments of 
redwood. 

Mr. EscH. I understand that the (>)mmissioners made a contract 
for something like 3.000,000 feet in the Puget Sound country. Do 
you know anything or the nature of that timber for use in the tropics? 

Mr. Drake. No, sir; Mr, Grunsky's criticism of our difiSculty in 
procuring the character of lumber reouired by the Commission from 
the regions where we were accustomed to buy was that there was no 
necessity for making such specifications as ours for use on the Pacific 
coast, as timber grew so large there that one can get lumber of any 
dimensions or quality. 

Mr, Tow^NSEND. Did you get out that specification? 

Mr, Drake. No, sir. 

Mr. TowNSEND. Do you know whether they have since? 

Mi*. Drake. I think they have maintained it. 

Mr, Tow^NSEND. Have you purchased iron pipe for use on the 
Isthmus? 

Mr. Drake. No, sir. I don^t think we bought any quantity of iron 
pipe. 

Mr. TowNSENi). Do you know of any being purchased? 

Mr. Drake. I believe the Commission purchased a lot of sewer 
pipe, drain pipe, at Marion, Ohio. I know of that in connection with 
the expectation we had of moving it by our steamers from New York. 
Instead of that it went by Mobile. 

Mr. Townsend. Do you know whether there was an emergency for 
the use of that at the time it was purchased? 

Mr. Drake. I do not, but I should believe it readily. It was for 
use in a system of water service and drainage in Panama and Colon, 

Mr. Townsend. Do vou know whether much of it has been used 

my • 

vet i 
Mr. Drake. I do not. 
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Mr. TowNSEND. Do you know whether that was bought by adver- 
tisement'^ 

Mr. Drake. I do not. We didn't place the order; we had nothing 
to do with it. 

Mr. EsGH. Do you know whether the rate from * Mobile to Colon, 
in addition to the freight rate from Marion to Mobile, would be less 
than the rate you could eive? 

Mr. Drake. It was less, but it should not have been. It was 
through an arrangement with our company that the United Fruit 
Company, which ma a large fleet of vessels, something like 50 or 60, 
operatea in connection wiui the railroad company at Colon. Previ- 
ously their service had not been extended beyond rort Limon. 

I opened negotiations with them, established connection with them 
first in the fruit business; later on the}" contracted for local business, 
and later for through business. Our idea was, as I have explained to 
the committee before, that the Panama Railroad Company directly or by 
its co-carriers should be able to insist on the making of rates that would 
be competitive and advantageous from all points. We favored the 
United Fruit Company in making such traffic arrangements that are 
similar to those with other lines on the Atlantic and Pacific. The 
arrangement was for them to maintain rates from New Orleans and 

S>ints common to the Isthmus that would be the same as our rate from 
ew York and points common. As our traffic manager testified here, 
it was the practice of both to absorb the interior. It seems that the 
United Fruit Companjr had made an arrangement with the Illinois 
Central fiailroad by which they promted a through rate from Marion 
to the Isthmus that was lower than an^ rate named by the New York 
Central or the Pensylvania Railroad via New York. 

Mr. Townsend. The rate was better than you could give them at 
the time 'i 

Mr. Drake. Not better than we could have given, but the railroads 
east had not, up to that time, come into line and joined with us in giv- 
ing more advantageous rates on through bills from interior points to 
the Isthmus. We felt that the diversion of the lot to via Mobile was 
an invasion of our rights, as Marion, Ohio, is in our territory. By 
their arrangement to prorate the through mte the contractors got a 
lower figure. 

Mr. EscH. Has the water pipe from the and Calvert Drain 

Pipe Company been purchased* 

Mr. Drake. That was canal business, and I don't know. 

Mr. Townsend. If you do not know, please say so, and we shall not 
have any criticism. We understand that it is not a matter directly 
under your charge. 

Mr. Drake. I do not like to appear as not knowing, but it is not 
within my knowledge. 

Mr. Townsend. Do you know whether this pipe that was purchased 
was properly inspected before it was purchased? 

Mr. Drake. I do not. 

Mr. Townsend. Do you know whether or not, after they got the 
pipe down there, they found they had to change the original order 
and put in a heavier pipe? 

Mr. Drake. 1 do not, sir; but I would like to say, as to lumber, we 
bought none of it that went forward that was not properly inspected 
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by qualified inspectors that were engaged b}' and repotted directly 
to us. 

Mr. TowNSEND. But you do not know whether any of it was changed 
after the purchased 

Mr. Drake. I don't know; no, sir. , 

Mr. TowNSEND. Do you know whether any conti*act for the pur- 
chase of lumber or pipe, or any other material for the Commission, was 
subsequently changed by any member of the Commission? 

Mr. Drake. I do not. 

Mr. TowNSEND. Do you know whether any contmctors requested 
that it be changed — that any contract be changed? 

Mr. Drake. No, sir. 

Mr. TowNSEND. Do you know whether any contract provided that 
lumber should be shipped to a particular port, and was afterwards 
changed by any member of the Commission and sent to another port if 

Mr. Drake/ No, sir. 

Mr. TowNSENi). Did you purchase some lavatory supplies for the 
Government? 

Mr. Drake. Yes, sir; about $7,500. 

Mr. TowNSEND. From whom did you make those purchases i 

Mr. Drake. From several, but principally, I believe, of the Jordan 
L. Mott Company, of New York. 
' Mr. TowNSEND. Did you have specifications for those purchases? 

Mr. Drake. When the requisitions first came to us from the Isth- 
mus, or the letter first came from Admiral Walker, I believe he said 
in the letter 

Mr. TowNSEND. Mr. Anderson, can you find those specifications? 

Mr. Drake. In this letter of May 19 from Admiral Walker, he says 
(reads): 

I this momins received a letter from General Davis, which came back from For- 
tmie Island by tne AUianca, sending me the inclosed list of articles which he aske 
may be shipoed to him as soon as possible. 

Will you kindly direct your purchasiiu; a^nt to purchase and ship to General 
Davis at Colon everything called for on the list, you paying the bills and arranging 
for us to reimburse you. 

He savs that all tne articles of a special pattern are described' in Nott's catalogue 
of plumbers' goods. 

He also wisnes three cooking stoves of a size sufficient for eight or ten people, with 
the necessary stove furniture, such as boilers, pans, pots, etc., and a few spare parts 
of each of the kind that usually become necessary for making local repairs. 

These stoves will not require hot-water backs. 

Send waffle iron and muffin pans. 

In sending painted wire gauze he asks that it may be sent of a width of 2, 2^, 3, 
and 4 feet, ana he wishes it to be if possible No. 16 mesh; failing that, then. No. 14. 

I am afraid I shall give you a lot of bother, but for the present it seems best to 
make use of your purchasing agent for making immediate purchases. I hope you 
will agree to that. 

Very sincerely, yours, J. G. Walker, 

Chairman of Commission. 

Mr. TowNSEND. Who signed that letter did you say? 
Mr. Drake. J. G. Walker, chairman of the Commission. In reply 
to that letter I wrote in part [reads]: 

Mr. Anderson informs me that although in this case he does not feel warranted 
in ordering articles of other make than brands or makers specified, if he be allowed 
to buy equally good articles he may effect material economy in future. 
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Mr. Drake. 1 never have allowed the people on the Isthmus to 
order a special brand, but directed them to call for what they wanted 
and we would determine the brand, the quality, and the price. 

Now,. I received an answer from Admiral Walker to tnat letter, in 
which he said, in his letter of May 21 (reads): 

Mr. Anderson can always purchase articles other than those of the brands or 
makes specified of equally good quality, being careful that they are of the same size 
and will fit the machines properly 

Mr. TowNSEiH). Now, who prepared the specifications for the pur- 
chase of those lavatory supplies? 

Mr. Drake. Mr. Anderson, in accordance with the list handed. 

Mr. TowNSEND. You have those specifications? 

Mr. Drake. For the plumbing material, yes. Here is a letter from 
General Davis in regara to that plumbing material. 

Mr. Anderson. Here are the specifications [handing same to Mr. 
Townsend]. 

Mr. Townsend. I want to have these specifications marked Exhibit 2 
(the reporter thereupon marks the exhibit as ''Exhibit No. 2"). 

Exhibit 2. 

No. 188.] Isthmian Canal Commission, 

Washington, D. C, September j 16 y 1904. 
Mr. E. A. Drake, 

Second Vice-Premlent Panama Railroad Company, New York. 

Sir: You are requested to supply the Isthmian Canal Commission with the following 
articles, billed as ordered ana itemized at net prices, securely packed for shipment: 
Material as per list attached. 

All goods to be class A. Requisition states same must leave New York on steamer 
sailing September 20, without fail. 

Ship to material department, Isthmian Canal Commission, Panama, and note that 
same is for M. O. Johnson, supervising architect, for use in the residence of chief 
engineer. 

Send bill of lading and invoice to Mr. E. C. Tobey and mark on same, ''Canal 
Zone requisition No. 133 A-d.'* 

Goods to be delivered Panama Railroad Company, pier 57, foot West Twenty- 
seventh street, New York, with memorandum showing the contents of each pack- 
age. All packages to be marked as noted above, the number and date of order to 
appear on memorandum, bill, package, and receipt. 
Very respectfully, 

S. E. Redfern, Chief Clerk. 
Appro^red: 

.J. E. Walker, 

Chairman of Commission. 



FIXTURES. 

[Morris O. Johnson. Supervising Architert.] 
Bathroom No. 1. 



1 Prompto low-down water closet, with perfect sanitary screw connection, cellu 
enamel, white seat and cover. No. 59 low-aown cistern, with finish to match the 
seat; Imperial porcelain floor slab, as shown in plate 5275^. All complete. Plate 
5286 R or equal. 

1 Dorian porcelain-lined 5-foot rolled rim bath tub, with China ball feet, as shown 
in plate 2159 R, shower and connections not to be included; plain finish. Plate 68 
R or equal, 
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1 Nickel -plate* I brass cotubination needle and nhower, canvas curtains, soap dish, 
porcelain-lined iron rolle<l rim rei^eptor, nickel-plated waste, stainer and coupling, 
complete, as shown. Plate 228 R or eaual. 

1 30 by 24 inch Tremont (>orcelain lavatorj*, with nickel-plated brass wall sup- 
ports, adjustable trap, and nickel-plated supplies to wall; all complete with legs, etc. 
Plate 4123 R. 

All as de8cril)ed alx)ve, together with complete toilet fittinKS. 

Bathroom Xo. ^. 

1 Prompto low-down water-closet, as describe<l for bathroom No. 1 . Plate 5286 R 
or equal. 

1 Madison imperial i)orcelain, lavatory with Hy^na waste plug an<l chain, porce- 
lain standard, nickel-plated compression, low-down faucets with name plates, 1^- 
inch adjustable trap to wall. Plate 4099 R, or equal. 

1 Dorian porcelain-lined 4 j-feet, rolled-rim bath tub, with china ball feet, as shown 
in plate 2159 R, or equal. 

Shower, canvas curtain and connections to be furnished. Plain finish, all com- 
plete. Plate 68 R, or equal. 

All as des(rribed, tojfether with complete toilet fittings. 

HfUler^s pdtitn/y xecond floor. 

1 20 by 30 inch roiied-rim, enameled iron sink, with back and right-hand 30- 
inch ash drip board, with back hinges and telescopic leg, as shown in plate 831 R, 
complete, with faucets, no trap. Plate 7006 R, or equal. 

1 grease trap. Plate 870 R, or equal. 

1 22 by 18 by 12 inch rolled-rim, enameled iron slop sink, arranged for pail sup- 
port, as shown in plate 342; nickel-plated supplies and chambers, complete. Plate 
820 R, or equal. 

Kxtclieii and laundry. 

1 42 by 22 by 6 inch rolled-rim, enameled iron sink, with right-hand 36-incli ash 
drip board, as described for butler's pantry sink, complete, with foucets, no trap. 
Plate 7006 R, or equal. 

1 grease trap. Plate 870 R, or etqual. 

1 24 by 20 by 12 inch rolled-rim, enameled iron slop- sink, with nickel-plated 
supplies and chambers, complete. Plate 820 R, or eoual. 

1 No. 52 Sun-ray heater and 80-gallon, galvanizea-iron hot-water boiler. Plate 
1079 R, or equal. 

lAiundry. 

1 Set of 3 Colonial washtubs, size No. 2, with ash cap and wringer. Plate 8006 
R, or equal. 

1 Single Norwalk lavatory, heavy Colonial ware, with brass plug, and stopper, 
galvanized-iron supporting frame and leg, 1 self-closing faucet. Plate 4075 R, or equal. 

All the foregoing figures refer to Mott*s Catalogue R; also all cast-iron pipe and 
fittings referred to in the following items: 

Roughing materials. 

:^ feet of 5-inch standard single hub soil pipe, tarred. Plate 986 R, or equal. 
300 feet of 4-inch standard single hub soil pipe, tarred. Plate 986 R, or equal. 
75 feet of 4-inch standard double hub soil pipe, tarred. Plate 987 R, or equal, 
120 feet of 2-inch standard single hub soil pipe, tarred. Plate 986 R, or equal. 
50 feet of 2-inch standard double hub soil pipe, tarred. Plate 987 R, or equal. 
10 4-inch standard Y branches, tarred. Plate 1010 R, or equal. 
8 4 by 2 inch standard Y branches, tarred. Plate 1010 R, or equal. 
4 4 bjr 3 inch standard Y branciies, tarred. Plate 1010 R, or eqiial. 
16 4-ich standard J bends, tarred. Plate 996 R, or equal. 

4-inch standard jV bends, tarred. Plate 994 R, or equal. 

15 2-inch standard Y branches, tarred. Plate 1010 R, or equal. 
15 2-inch standard J bends, tarred. Plate 996 R, or equal. 

1 5 by 5 inch standard Y branches, tarred. Plate 1012 R, or equal. 

2 5 by 4 inch standard Y branches, tarred. Plate 1010 R, or equal. 
2 5-inch standard Y branches, tarred. Plate 1010 R, or equal. 
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4 5-inch standard i bendfl, tarred. Plate 996 R, or equal. 

2 5 by 4 inch standard reducers, tarred. Plate 1039 K, or equal. 

1 5-inch standard running trap, tarred. Plate 1032 R, or equal. 
12 4-inch standard double hulxs, tarred. Plate 1040 R, or equal. 

3 5-inch standard double hubs, tarred. Plate 1040 R, or equal. 
12 2-inch standard double hubs, tarred. Plate 1040 R, or equal. 
25 pounds oakum. 

300 pounds pie lead. 

50 feet 2-incii lead pipe (light J. 

100 feet l}-inch lead pipe (light). 

12 4-inch pipe hooks. 

12 2-inch pipe hooks. 

6 4 by 2 inch cast-iron tapped TV. 

6 2-incli brass clean-cutn. 

6 4-inch brass clean-cuts. 

4 5-inch brass clean-cuts. 
12 4 by 8 inch lead ferrules. 
12 2-inch lead ferrules. 

100 pounds solder. 

2 4-mch lead bends. 

2 4-inch brass ferrules. 

200 feet U-inch galvanized pipe. 

200 feet 1-inch galvanized pipe. 

650 feet }-inch galvanized pipe. 

90 feet l|-inch galvanized pipe. 

180 feet 2-inch galvanized pipe. 

175 feet i-inch galvanized pipe. 

12 j-inch galvanized elbows. 

6 i-inch galvanized unions. 

12 i-inch galvanized T's. 

30 |-inch galvanized elbows. 

12 |-inch galvanized unions. 

20 |-inch galvanized T's. 

6 1-inch galvanized elbows. 

2 1-inch galvanized T's. 

2 1-inch galvanized unions. 

10 It-inch galvanized elbown. 

2 1 J -inch galvanized T's. 

2 1 1 -inch galvanized unions. 

12 li-inch galvanized elbows. 

12 2-inch galvanized ell>ow8. 

6 2-inch galvanized 45° ell)ows. 

6 2-inch galvanized T's. 

1 li-inch gate valve. 

4 1-inch globe valves. 

6 J-inch globe valves. 

6 J-inch globe valves. 

14 2 by IJ-inch T's. 

6 2 by IJ-inch bushings. 

6 1 by J-inch bushings. 

6 J by i-inch bushings. 

24 assorted nipples. 

6 2-inch brass male solder nipples. 

10 1 J -inch brass male solder nipples. 

12 |-inch galvanized lug T's. 

6 2-inch lead P traps. 

4 4 by 8-inch drum traps, nickel-plated screw. 

Mr. TowNSENi). Now, these specifications for the plumbing mate- 
rial closed with this statement: 

All the foregoing figures refer to Mott's catalogue R; also all cast-iron pipe and 
fittings referred to in the following item. 

Mr. Drake. May I see that one moment, so that 1 may know what 1 
am talking about? 

(Mr. Townsend hands specification. Exhibit No. 2, to Mr. Drake.) 
Mr. Townsend. You purchased them of Mott? 
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Mr. Drakk. Tliat I can not answer, sir; I don't know. Mr. Ander- 
son has the record of what was done. 

Mr. TowNSEXD. Do you know whether all of these specitications 
applied to the materials that were l)ought of the Mott Company i 

Air. Drake. I believe the}' did; yes, sir. Here is that letter from 
General Davis, dated June 1, 1904. (Handing letter to Mr. Townsend. 

Colon, Panama, June i, 1904. 
Mr. K. A. Drake, 

Second Vice- President Panama R. R., ^4 State St. ^ Xetr York City. 

My Dear Sir: Your favor of May 24 wa*< received to-day at the hands of Mr. 
Presi'ott. 

I am glad to know that the plumbing fixtures and other articles are, most of them, 
en route. The plumbing is to fit up some of the old houses and place them in a con- 
dition fit for occupation. One of these houses I hope myself to occupy. I shall be 
disappointed if the water-closetJ», urinals, shower hoods and sinks do not arrive by 
the next boat. 

In a memorandum made bv your purcliasin^ ag^iit, sent to Admiral Walker, I 
note that he says that perhaps he could have obtam^ some of the articles of another 
pattern on more favorable termn, had you not felt that the directions contained in 
my letter should be followed literally. The fact is, when I wrote the letter on the 
steamer (doming from New York U) the Isthmus, I had but one trade catalogue to 
which to refer, that of Mott & Co., and so a few of the articles were specified as of 
that manufacture. 

Any other style accoinplishing the result would have been just as satisfactory, but 
I should have said so. The gasoline which you do not send I presume I can obtain 
here. The insertion against the 2 and 4 inch soil pipe of the words '* wrought iron" 
is a clerical mistake. I had no thought that such words had crept into the 
schedule. The letter after I first saw it was rewritten, and I am sure these words got 
in by inadvertence of the typewriter. But the iron pipe will be useful, and I shall 
be glad to have it, and depend upon receiving the cast-iron soil pipe on the next 
boat. 

I shall bear in mind what you say about the marks on goods to be shipped by the 
Panama Steamship Line to CJolon. 

1 am expecting a box from the Philippines to be turned over at "your wharf in 
New York by the depot quartermaster, and shall be obliged if you will have the 
kindness to have it forwarded to me here. 

All are well here, and I hope the same condition exists with you. 
Sincerely, yours, 

Geo. W. Davis. 

June 8. — Mr. Anderson says that all but slate slabs for urinals of special dimen- 
sion have gone. 

Mr. TowNSENi). Did thi.s include some 300 water-closets and pipe 
connections i 

Mr. Drake. I do not know, but I believe it did, sir. 

Mr. Townsend. Can you say whether or not those water-closets and 
pipe connections were ones that had been on hand with the J. L. Mott 
Company for some time? 

Mr. Drake. No, sir. 

Mr. Townsend. Can you state whether or not this particular closet 
which was purchased and sent down to the Isthmus had been rejected 
by the board of health of the city of New York ? 

Mr. Drake. No, sir. 

Mr. Townsend. You could not say that^ 

Mr. Drake. No, sir. 

Mr. Townsend. But the specifications which \'ou received here titted 
the Mott water-closet that you purchased 'i 

Mr. Drake. Yes, sir; I so understood. 
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Mr. TovvNSEXD. Has any other company, to your knowledge, fur- 
nished any lavatory or plumber's supplies to the Commission aside 
from the J. L. Mott Company J 

Mr. Drake. There must have been some, but not extensive. 

Mr. TowxsEND. Nearly all of that was furnished by the J. L, Mott 
Company ? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. Did you purchase some document cases, tiles, and 
so forth, for the Commission? 

Mr. Drake. Yes, sir. 

Mr. Townsend. Of whom did you purchase those? 

Mr. Drake. 1 think almost all of those cases were standardized; 
that is, for example, they would call for the Globe- Wernicke case, a 
special make. In such cases those orders were filled, because they 
were asked for. 

Mr. Townsend. They specified that you were to purchase the Globe- 
Wernicke case? 

Mr. Drake. As 1 recall that, yes, sir; and others, the Amberg file, 
I think it is, and where those were specified they were bought. 

Mr. Townsend. There was no bid for those? 

Mr. Drake. No, sir. 

Mr. Townsend. Do you know who drew those specifications? 

Mr. Drake. No, sir. 

Mr. Townsend. Will Mr. Anderson know that? 

Mr. Drake. Yes, sir. 

Mr. Townsend. There were no bids for the water-closets to which 
we have referred ? 

Mr. Drake. That I don't know, sir. In explanation of that I want 
to say that in the course of my duties — the method having been estab- 
lished that we were to buy for the Commission — when the letter 
inclosing a requisition was received, I would note it and refer it to Mr. 
Anderson, to comply under all of our requirements under the circum- 
stances as though we were buying for ourselves. That was done 
absolutely, and our files, which Mr. Anderson has with him, will 
establish that fact. And this answer that I am now making, in which 
I may appear to exhibit a lack of knowledge, is because tne routine 
and detail of that was particularly in Mr. Anderson's hands, in whom 
I had the utmost confidence. 

Mr. Townsend. So that, as far as your knowledge extends, there 
were no competitive bids made for the water-closet and that kind of 
plumbing materials, nor for file cases nor desks ? 

Mr. Drake. No, sir; as we understood that the closet material was 
something that was needed promptly. 

Mr. Townsend. Do you know whether they have all been used that 
were purchased? 

Mr. Drake. I do not, sir. 

Mr. Townsend. Did you purchase some of the oflace furniture and 
equipment here in the city of Washington? 

Mr. Drake. I don't think we purchased any in Washington. 

Mr. Townsend. Do you know whether there were any bids pre- 
sented for office furniture? 

Mr. Drake. The name of W. B. Moses & Sons was presented, I 
think. 
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Mr. T0WN8END. Of this city f 

Mr. Drake. Yes, sir; it was added to our mailing list, and bids were 
invited from them. 

Mr. TowNSEND. They are retail dealers? 

Mr. Drake. I understand so. 1 know that a number of orders have 
been placed with that concern. 

Mr. TowNSEND. Do you know whether any wholesale dealers were 
invited to bid on that matter? 

Mr. Drake. Oh, yes, sir; we invited bids from wholesale concerns 
in New York. When you ask me if 1 know I must say that I do know, 
because it is reported to me. Wholesale concerns had complained that 
orders had been placed with retail concerns in Washington who bought 
their material from the same factories that the wholesale concerns did, 
and they expressed surprise and a determination to ask why the orders 
were so placed. 

Mr. TowNSEND. Did you see any of the bids? 

Mr. Drake. No, sir. 

Mr. TowNSEND. Y^'ou don't know from your own knowledge whether 
they were made or not? 

Mr. Drake. No, sir. 

Mr. TowNSEXD. Did you purchase under the instructions, or at the 
request, of the Commission any material from commission merchants 
or others, and then afterwards purchase some of the same material 
from the manufacturers; any supplies? 

Mr. Drake. No, sir. Do vou refer to the same material, or same 
class of material ? 

Mr. TowNSEND. Same class of material. 

Mr. Drake. In buying for the railroad if we felt that we could buy 
in quantity cheaper by going back of the agents, we would do it. 

Mr. TowNSEND. 1 asked you if you did find in the purchase of sup 
plies that if not purchased from commission merchants or dealers you 
could go back benind them and get supplies of the same class cheaper? 

Mr. Drake. 1 think there were cases of that kind, but I coula not 
give them to you specifically. Mr. Anderson can. My instructions 
to him, in buying anything lor the railroad or the Commission, were 
that where he can buy cheaper of the manufacturer he was to do so 
and save the diflFerence. 

Mr. TowNSEND. Do you recall any instance where such a purchase 
was made and the Commission or any member of it, or any one rep- 
resenting the Commission, came to you afterwards and discussed the 
question of your having purchased articles cheaper of the manufac- 
turer, and they ordered you to purchase or directed you to purchase 
of the dealer? 

Mr. Drake. No, sir. 

'Mr. TowNSEND. And you never have been asked to try and har- 
monize any such diflFerences? 

Mr. Drake. No, sir. 

Mr. TowNSEND. To your knowledge? 

Mr. Drake. No, sir. 

Mr. TowNSEND. Do you know whether, in this connection, any goods 
at any time were purchased by the Commission, or you as its agent, or 
anybody else as its agent, known to you — any supplies or goods of 
the Manhattan Trading Company, of New Y'^ork? 
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Mr, Drake. I believe that immediatelv after the arrival of the Com- 
mission on the Isthmus there was an urgent need of a large quantity 
of medical supplies. The Commission, at the instance of Doctor 
Gorgas, chief medical oflScer on the Isthmus, authorized Colonel Tur- 
rill, medical purveyor to the Army in New York, to buy it — I think 
they appropriated $25,000 to buy miscellaneous supplies that were 
requi red in the medical department. Colonel Turrill did buy those sup- 
plies, miscellaneous in character; for instance, 1,500 garbage cans, 
1,200 slop pails, and a large lot of medical supplies, and they were sent 
to our pier indiscriminately, and to be forwarded with the utmost 
dispatch. 

Ihey were dumped down upon our pier, addressed to the medical 
department on the Isthmus, without compliance in any way with our 
shipping re(][uirements — cargo going to a foreign country must have a 
proper manifest and consular papers — and being there, knowing of 
their need, we accepted them ana forwarded them without bills of 
lading, which were prepared and sent forward by a later departure. 
I recall that most of the confusion in the delivery of consignments to 
the Commission on the Isthmus was due to haste in handling purchases 
made under that authorit\'. It could have been avoided had the buy- 
ing been done through the medium of our purchasing department. 

Mr. TowNSEND. These goods that you are speaking about now were 
purchased of the Manhattan Supply Company, of New York? 

Mr. Drake. Some of them. 

Mr. TowNSEND. Now, do you recollect whether any such materials — 
similar materials — were purchased and forwarded directly from the 
manufacturers of those materials? 

Mr. Drake. 1 can not say as to that, sir. 

Mr. TowNSEND. Did you ever have occasion to investigate the prices 
for these materials to the Manhattan Trading Company as compared 
with the price of the manufacturer? 

Mr. Drake. We knew something of the purchases through our 
having to prepare the shipping papers later. The clerks employed in 
that business m our purchasing department, under Mr. Anderson, and 
I think Mr. Anderson himself told me the prices paid were in many 
instances higher than we were paying for similar articles. 

Mr. TowNSEND. Mr. Anderson knows that? 

Mr. Drake. He knows all about that. 

Mr. TowNSEND. Do vou know whether or not the Canal Commis- 
sion has an attorney or counsel ? 

Mr. Drake. Yes, sir. 

Mr. TowNSEND. W ho is he ? 

Mr. Drake. Judge Magoon. 

Mr. Townsend. lie is here? 

Mr. Drake. He is here. His oflSce is in the War Department, near 
that of the Secretary of War. 

Mr. Townsend. Was he consulted in regard to drawing specifica- 
tions and contracts at that time or not? 

Mr. Drake. I believe he was not appointed counsel until a good 
deal of this business had been done. 

Mr. Townsend. Do you know whether the Canal Commission has 
any agent outside of the city of Washington, or in Washington, so far 
as that is concerned, who acts in any capacity with manufacturers 
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desiring to sell supplies, with a view to finding out what they can be 
had for by the Commission i 

Mr. Drake. The}* have a purchasing agent and an assistant pur- 
chasing agent. > 

Mr.TowNSEND. Who are they f 

Mr. Drake. Major Gallagher has recently been appointed purchas- 
ing agent, and Mr. Anderson has left our service and is now the 
assistant purchasing agent of the Commission. 

Mr. TowNSEND. \\no is the secretary of the Commission if 

Mr. Drake. Mr. D. 1, Murphy. 

Mr. Townsend. What was his business before he was elected sec- 
retary of the Commission ? 

Mr. Drake. I do not know, sir. 1 understood that he held an offi- 
cial appointment under Mr. Cleveland; but what, I do not know. 

Mr. Townsend. You do not know whether he was connected in any 
way with an\' of the firms from which supplies have been purcha^ 
since he went on the Commission ? 

Mr. Drake. No, sir; I do not. 

Mr. Townsend. Did you have anything to do with the purchasing 
of anv coal for the Commission? 

Mr. Drake. Panama Railroad Company has sold the Commission 
the coal they required on the Isthmus. 

Mr. Townsend. Do you know of their purchasing anj'^ besides that? 

Mr. Drake. 1 do not believe they purcnased any besides that. 

Mr. Townsend. I do not think 1 have any more questions to ask of 
Mr. Drake in regard to this matter. 

Mr. EscH. I would a^sk whether Mr, Drake knows anything about 
the purchase of lumber on the Pacific slope or not? 

Mr. Drake. I do not, sir, of my own knowledge; but 1 believe, 
from observation only, that Mr. Grunskj' was the one who placed those 
orders, believing in the quality and character of the Pacific lumber 
and its adaptability to the requirements of the Commission. It seemed 
to us, accustomed to other classes of material, a mdical departure. 

I doubt if any of that material has been delivered yet. A very 
large order was pjased there — several millions of feet. Transporta- 
tion was arranged by the contractors with the Kosmos Line, a German 
line, and the Commission has had to increase its tenninal facilities 
at La BocsL in order to receive the lumber and escape demurrage. 

Mr. EscH. Do you know anything about the relative rates for the 
transportation of lumber from California, or the Puget Sound country, 
in comparison with the rates from the Gulf? 

Mr. Drake. It is a longer haul. The difference is between $8 and 
$12 a thousand. 

Mr. EscH. Would not the diflferenee be at all neutralized by the 
cost of transporting the lumber from Colon over the line of road? 

Mr, Drake. I think the difference would be neutralized by the fii'st 
cost. 

Mr. EscH. Is it not a fact that the lumber mills in the Puget Sound 
country are so much nearer the ports that the rail haul would be much 
less than on the Gulf '^ Would not that have a tendency to neutralize 
the difference in cost? 

Mr. Drake. That would affect the first cost. The mills are all 
practically on the water front, right on the Sound. Much of the 
material we buy in the South has to be brought from the interior to 
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the lading point. In fact nearly all the lumber we bought had to be 
transportea by rail to Mobile and New Orleans. 

Mr. EscH. So that, if the Pacific coast lumber is of suitable quality 
and can endure the climate, would it not be practicable, and m fact 
wise, to purchase a considerable portion of the lumber on the Pacific 
slope? 

Mr. Drake. 1 can say that Mr. Grunsky appeared to be thoroughly 
convinced of that. Experience will demonstrate whether that material 
will stand. He considers that it is a great advantage to get on the 
Pacific coast what we can of "dimension timber." It is not necessary 
there to specify as to freedom from knots, and so on, as because of the 
large tree growth one need only say what is wanted to get it. 

It is a question of what that dimension lumber will stand down 
there. We secure 12 by 12 and 12 by 14, but little in excess of those 
sizes, and they, I believe, can specify and get 12 by 18 and 16 by 14, 
and all sorts of dimensions. The greater the surface of.lumber exposed 
and not creosoted on the Isthmus the greater the certainty of decay. 
A wooden object down there looks intact, but when 3^ou tap it it falls 
to pieces. You see that frequently in posts and stanchions. 

Mr. EscH. Is that due to tne toredof 

Mr. Drake. Yes; it works inside. 

Mr. Escn. Do you know whether the Pacific lumber will resist it^ 

Mr. Drake. I do not know. 

Mr. EscH. Has anvbody else used the Pacific lumber on the Isthmus? 

Mr. Drake. Until a short time ago all the Pacific lumber I knew of 
at the Isthmus were certain consignments of California redwood. The 
company must have had experience with Pacific lumber that I am not 
aware of. Our requirements are supplied by semiannual requisitions 
from the Isthmus, and the lumber is purchased on this side as best 
suited to necessities as shown by results. 

Mr. Lovering. Mr. Drake, one question: May I ask you, so far as 
you have purchased on account of the Commission, is it your opinion 
that the Government has done as well and sutFered as little by your 
methods of purchasing as it would have done if it had advertised 
its bids? 

Mr. Drake. I think it has done quite as well, if not better, as we 
used every precaution and the best methods in buying the material by 
competition from the high-grade concerns that we had often dealt 
with for the railroad. 

Mr. TowNSKND. Can 3^ou explain how j^our methods could have 
been better^ 

Mr. Drakk. These orders were handled promptly. We availed of 
the then condition of the market, and if we had to buy the same 
material to-day, only a few months later, the cost would be from 25 
to 38it per cent higher. We secured low prices for the material and 
for its transportation to Colon; had there been delays of any kind, 
there would have been a material increase in cost. Tne only hypoth- 
esis on which one might say we could have done better would" be to 
assume that by advertising we could have bought small quantities of 
materials from many ditFerent small concerns and that thereby the 
aggregate might have been cheaper. I do not believe the orders in 
bulk could have been placed better than they were. 

Mr. Escii. Have you any data to show wnat percentage of the sup- 
plies that have gone to tne Canal Commission has been conveyed by 
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you, and what percentage has been conveyed >)y other means of trans- 
portation if 

Mr. Drakk. I could establish that for you, but not offhand. I can 
say that all the lumber and the sewer piping that has been referred 
to here wei-e carried from the Gulf. Some cars and explosives have 
been carried t)y others than our own line from Atlantic coast ports 
because we can not carry theui. There are damaging and dangerous 
cargoes, such as crude petroleum, which have been carried by other 
lines and by our colliers on which we have reserved spac*e. 

Mr. EscH. Who has carried the dredges and other heavy machinery? 

Mr. Drake. They have been carried by our vessels. Owing to 
severe weather conditions there has been a good deal of confusion in 
getting forward those 70-ton shovels, of which some of the parts are 
still missing. As 1 explained to the Commission only yesteraay, that 
was due to conditions before they reached us. 

Mr. Escii. I notice the statement of Burr, Davis & Parsons. Three 
are now operating in the cut. The question arose in ni}' mind in this 
way: Why would it not be an advantage to the Government to ship 
everything by your line of steamers, in view of the fact that the Gov- 
ernment owns the transportation line^ 

Mr. Drake. It is deeply settled in my mind that that is the position 
which the Government ought to take. I hate to use the wovd that 
comes fii'st in mj' mind— the word ^'compel*" — and 1 do not use it 
offensively, 1 assure you; but the Panama Railroad steamship line 
can either make a rate that is low enough to secure the freight or can 
compel other lines by competition to lower their rates. There are 2()0 
dump cars and a lot of other material going forward shortly. At first 
the foreign steamship lines wanted a rate of $4 a ton on them, but by 
a threat to carry them by our line I got them down to $2.25. 

Mr. TowNSEXi). Where were they manufactured? 

Mr. Drake. They were manufactured in Pennsylvania. They can 
go either by Norfolk or Jersey City. The contract was placed by the 
Commission, and the contractors were directed to us for a rate, and 
we named a rate in competition with other lines that brought the fig- 
ures down. That method can be applied, if intelligently liandled, to 
every ounce of material that goes from the United States to the Isth- 
mus. It will save the Government largeh' on the cost of the canal. 

Mr. Escii. The thing 1 had in mind was, whether all this stuff 
ought not to be carried by the Panama Railroad Company? 

Mr. Drake. Yes; we can determine w^hat the rate on steam shovels, 
or ties, or anything can be from the seaboard by simply saying, '' If you 
do not do it, we will do it." 

I fail to see why it can not be done now as it was ia the previo»s 
construction period. If the Government abandons its present position 
at the behest of or in compliance with the hue and cry of foreign inter- 
ests (the most of it is raised by foreign steamship lines that want to get 
in) it will lose its coign of vantage. There can be no loss in maintain- 
ing this position, I claim, because resulting earnings can be applied to 
a reduction of the cost of canal construction. It is a position of abso- 
lute dominance which it is proposed to abandon in deference to a demand 
that has been maintained ever since the Panama Railroad has operated 
its steamship line, that sea connection with the railroad should be 
thrown open. 
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Mr. LovERiNG. That would put the Government at the mercy of 
outsiders? 

Mr. Drake. Yes, sir. Some of the strongest and best lines oper- 
ated out of New York charged high rates for the transportation of 
necessities and conveniences to the Army when it was in Cuba, and to 
those attached to the United States service a charge of $5 a package 
was made, I believe, to the soldiers in the tield, while the Manama 
Bailroad and Steamship Line is now carrj'ing packages at 50 cents 
delivered. This shows what can be done, and to abandon that would 
simply be to compel the Government and its accredited engineers and 
contractors and everybody else working in connection with the canal 
to pay the transportation rates that would be exacted by the other 
lines. 

Mr. TowNSEND. Has that principle of competition been employed 
by the Commission in shipping supplies there i 

Mr. Drake. Yes sir, tnroughout: absolutel}'. 

Mr. Townsend. That was when you were doing the purchasing? 

Mr. Drake. No; when I was doing the forwarding. They placed an 
order for 200 cars with the Standard Steel Company f. o. b., which 
means delivered to the ship at its loading point. When the goods are 
inspected they are delivered to you there, and ordinarilv the liability 
of the furnisher ends. The Commission buj's f. o. b.. New York, yet 
keep control of the goods until they get to the Isthmus, and insist on 
the inspection there, with the right to reject anvthing that is not up 
to specification. Of necessity' tney have to pa}' higher prices on that 
account. 

Mr. Townsend. In connection with the purchase of lumber, you 
were, in a certain communication from Mr. Walker, as to the purchase 
of lumber — 3'ou were ordered and directed to purchase lumber known 
as ''all heart," were 3'ou not? 

Mr. Drake. Yes, sir. 

Mr. Townsend. Now, did that necessarily restrict the area from 
which you could purchase that material ( 

Mr. Drake. It is the highest grade of material, and could only be 
bought where it could be found. 

Mr. Townsend. Where could it be founds 

Mr. Drake. With the specifications ''all heart" you can go to any 
lumber center and have them furnish it to 3'ou, but you will be charged 
with the cost of procuring it. It is an extreme specification, and most 
of the people that we invited bids from refused to bid on a specification 
of that kind, because they claimed it was impossible to meet. 

Mr. Townsend. How many firms in the I nited States couldcompl}' 
with that provision ? 

Mr. Drake. Veiy few of them would undertake to do so. A repre- 
sentative of one of the largest concerns came to me and said, "Air. 
Drake, 1 would like to get tne business for our mills and I am perhaps 
better equipped to handle it than mo>t others, but I must decline to 
bid on it because I can not meet the specification of *all heart," and 
you will not probabl}' get 'all-heart' timber. When jou get the 
timber on the ground delivered to you as 'all heart' 3"ou will proba- 
Wy accept it whether it is so or not, because you need the lumber." 

Mr. Townsend. Do you know whether that prophecy is caiTied out? 

Mr. Drake. We suppose it is ''all heart." The lumber was 
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inspected as ''all heart,^ and paid for an ^^all heart,'' and ban gone 
forward an nueh. It im a much hi|;hcr ^rade of lumber, and involves 
a' ff reat deal of difficulty to secure it. 

Mr. TowNflKNO. What firmH have furnished "all heart?" 

Mr. Drakk. The Spottiwood and Turner Lumber Company, and 
the Dav (3ook Lumber Company, of New Orleans. 

Mr. T0WN8KNI). Whore \h the other? 

Mr. Drakk. In Alabama. 

Mr. TowNHENi). I think that in all. 

Mr. Gscii. In order to make a good deal of this in(|uiry pertinent, 
I guess vou had ))etter read that part of the President's instructionH 
to the Commission in reference to bids. 

Mr. TowNSKM). Yes, I will read {mra^raph 4 of the President's let- 
ter placing the Isthmian Canal Commission under the supervision and 
direction of the Secretary of War and defining the iurisdurtion and the 
functions of the Commission, dated at the White House, Washington, 
D. C, May 9, 11*04, and directed to the Secretary of War. Section 
4 is as follows: 

4. To iriake and cause to be exe(!ute<l after due lulvertineinent ail necessary con* 
tnu'ts for any and all kinds of enfpneerin^ and t'onstniction works. 

You say you are familiar with that i 

Mr. Dkakk. Yes; and in that connection I refer again to my testi- 
mony that general counsel of the railroad company was (consulted as to 
the legality or propriety of our acting as agents of the Commission in 
placing tHe orders as they were received from the Commission, in 
accoroance with our practice, without advertisement, and upon the 
advice we received we felt that that restriction did not apply to the 
company, which was a private corporation. 

Mr. 'rowNSKND. Of whom did vou ask advice? 

Mr. Drakk. Of Mr. Cromwelf, our counsel, who is also a memb<»r 
of our e.xecutive committee. 
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